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WEDNESDAY, JUNE 3, 1953 


UNITED SraTEes SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON 
INTERSTATE AND FOREIGN COMMERCE, 
Washington, dD. ee 

The subcommittee met at 10:05 a. m., in room G-—16, the Capitol, 
Senator Charles EK. Potter presiding. 

Present: Senator Potter. 

Also present: John M. Drewry ; special counsel to the subcommittee. 

Senator Porrer. The subcommittee will come to order. Senator 
Butler will be here very shortly. Senator Magnuson, unfortunately, 
is out of the country. Senator Magnuson is the third member of 
our subcommittee. We are meeting this morning to receive testi- 
mony on Senate Joint Resolution 72. Without objection, the resolu- 
tion referred to will be made a part of the record at this point. 

(The resolution referred to is as follows: 





l |. Re 72, R3d ¢ y., 1s 
JOINT RESOLI ION To authorize the Secretary of Commerce to sell certai essels to citizens of the 
Republic of the Philippines; to provide for the rehabilitation of the int ind erce of the Philip- 
pines, and for other purposes 


Whereas, since 1946, under the provisions of section 306 (a) the Philippine 
Rehabilitation Act of 1946, Publie Law 370 of the Seventy-ninth Congress, as 
amended by the joint resolution of April 28, 1951 (Publie Law 25, Eighty-second 
Congress), and the joint resolution of April 30, 1952 (Public Law 327, Eighty 
second Congress) certain war-built vessels, not exceeding six thousand tons dead- 
weight capacity per vessel have been charte red to certain citizens of the Republic 
of the Philippines to maintain the water transportation service in the interisland 
trade so essential to the economic development of the Republic of the Philippines 
replacing the fleet of vessels which were totally destroved by enemy action or 
scuttled by direction of the United States military authorities during World 
War II; and 

Whereas these vessels are chartered by the United States to certain citizens of 
the Republie of the Philippines pursuant to bareboat charter agreements under 
which agreements these Philippine citizens pay to the United States charter hire 
at a rate equivalent to 10 per centum of the statutory sales price annually; and 

Whereas these charters are temporary since these charters expire on June 30, 
1953, in accordance with the terms of the joint resolution of April 30, 1952 (Publie 
Law 327, Kighty-second Congress) ; and 

Whereas there are eight vessels named: Bowline Knot, Carrick Bend, Masthead 
Knot, Snug Hitech, George W. Tucker, Northern Wanderer, Boatswains Hitch 
Turks Head, at present under charter to certain citizens of the Philippines, all 
being vessels of the war built type designated CI-M—AVI and N3; and 

Whereas approximately fifty such vessels are now laid up in the United States 
reserve fleet and unless put into operation within the near future, will become 
obsolete and unsalable; and 

Whereas there is no demand for these laid-up vessels by citizens of the United 
States; and 

Whereas certain Philippine citizens, the present charterers of the said eight 
vessels, who by reason of circumstances beyond their control were prevented from 
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qualifying as purchasers of vessels at an earlier date, are now able and desirous of 
purchasing these vessels; and 

Whereas, by selling the said vessels, the United States will not only realize the 
statutory sales price of said vessels but save the cost to the United States of 
returning these vessels to the United States and the reserve fleet; and 

Whereas the object of this bill is in consonance with the intent of Congress in 
rendering assistance to the Philippines and with the global policy of the United 
States of helping friendly nations improve their economic conditions so that they 
can better resist the inroads of communism; Therefore be it 

Resolved } the Senate and House of Representatives of the Unite 1 States of America 
an Congress assembled, That notwithstanding the provisions of section 14 of the 
Merchant Ship Sales Act of 1946 (Public Law 321, Seventy-ninth Congress). as 
amended, or any ther provision of law, the Secretary of Commerce is hereby 


authorized and directed to sell to citizens of the Republie of the Philippines in 
accordance with the Merchant Ship Sales Act of 1946, anv or all of the eight ves- 
els named herein: Bowline Knot, Carrick Bend, Masthead Knot, Snug Hitch, 
George W Tucker, Northern Wanderer. Boatswair HH Lurk Head. which 


at present are in the Philippines 


In determining the order of preference between applicants for the purchase of 
( first eferencs ull be given to the applicants who are charterers 
of ch ve nder the terms of the aforesaid Act of April 30, 1946, as amended, 
at the ne of Makit ipplicat to pure ise Ve f inder the terms of t 3 Act 
econd preference shall be given to applicant o ffered losses of interisland 
tonnage it he interests of the allied war effert provide 1 application | r the pur 
chase of said vessels are received by the Secretary of (¢ nmerce within ninety 
davs after the date of enactment of this A 
Delivery of the vessels for the purposes of sale shall be made at a port in the 
Phiiy I lesignated | the Secretary of ¢ nmerce 
Notwithstanding any other provision of law, the said vessels shall continue to 
1 ute in the Philippine inder ex w charters ut such time as the agree- 
me} sale ar ePX( ( { eliveri { t esse|s ereunder ar an I 
pi shed, 
For the purposes of this Act, the term ‘‘citiz includes any individual rpo 
ration, par ership, association, or other form of bi ness entitv authorized to do 


business under the laws of the Republic of the Philippines 


Senator Porrer. Mr. Clark will be our first witness. Mr. Clark, 
will you proceed with your presentation at this time? 


STATEMENT OF EARL W. CLARK, DEPUTY MARITIME ADMINIS- 
TRATOR, MARITIME ADMINISTRATION, DEPARTMENT OF 
COMMERCE 


Mr. Ciarkx. My name is Earl W. Clark. I am the Deputy Mari- 
time Administrator of the Maritime Administration in the Depart- 
ment of Commerce. The Under Secretary of Commerce for Trans- 
portation, Mr. Robert B. Murray, Jr., has asked me to express his 
regrets at his inability to be present and testify for the Department of 
Commerce at this hearing. He has asked me to appear as the repre- 
sentative of the Department of Commerce, in the absence of the 
Maritime Administrator, Mr. Gatov, who, unfortunately, is hospital- 
ized following a surgical operation. 

Senator Porrrer. Is he coming along all right? 

Mr. Crark. Thank you for asking. The operation was highly 
successful. He is now recuperating. We hope he will be in good 
shape soon. 

Senator Porrer. I am happy to hear it. 

Mr. Ciarx. The Under Secretary has looked into the measure 
under consideration very carefully, and I am authorized to speak on 


his behalf. 
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As indicated by the title of the joint resolution, the legislation is 
designed to authorize, in fact to direct, the Secre tary of Commerce 
to sell in accordance with the Merchant Ship Sales Act of 1946 to 
citizens of the Republic of the Philippines any or all of 8 vessels named 
in the measure. These vessels are prese ntly under charter to citizens 
of the Republic of the Philippines. They include 6 CI-MAVI-type 
and 2 N3-type vessels. They are in the interisland service of the 
Philippines under charter agreements originally made by the United 
States Maritime Commission under the provisions of section 306 (a) 
of the Philippine Rehabilitation Act of 1946, which authorized the 
former Maritime Commission to charter vessels suitable for operation 
in the interisland commerce of the Philippines to Philippine citizens 
for the purpose of restormg and improving interisland commerce mm 
the Philippines. Authority to charter included authority to fix terms 
and conditions, including nominal rates of charter hire, but required 
the insertion in the charter of a provision requiring that the chartered 
vessels be operated only in the interisland commerce of the Philippines. 

The shipping serving the Philippine interisland trade was virtually 
destroyed or otherwise Jost to former owners during the war, and it 
was a part of the rehabilitation of the normal economy and trade of 
the Philippines that vessels of suitable type were made available solely 
for such interisland commerce. 

By the terms of the Merchant Ship Sales Act of 1946, approved 
March 8, 1946, the Maritime Commission had been authorized to sell 
war-built merchant ships to nationals of foreign powers, including the 
Commonwealth of the Philippines. However, on March 1, 1948, the 
authority to sell or charter foreign under the Ship Sales Act was re- 
pealed. Subsequently, on February 28, 1949 (Public Law 12, 8ist 
Cong.), the authority to charter to citizens of the Philippines for use 
in the interisland commerce was confirmed. Due to various circum- 
stances, apparently the inability to raise necessary funds, no purchases 
had been made of war-built vessels for use in the interisland service. 
The tonnage chartered under the Phillippine Rehabilitation Act, 
therefore, became a very important part of the interisland fleet of the 
Philippines, and continues to be of critical importance in serving that 
commerce, since they represent about half the tonnage of major vessels 
in the whole interisland system. 

When the original charters of eight vessels, as extended, were due to 
expire on April 30, 1951, the Congress, by Public Law 25, 82d Congress, 
authorized the Secretary of Commerce to extend and continue the 
charters until April 30, 1952. By Public Law 327, 82d Congress, 
authority was granted the Secretary of Commerce to extend and con- 
tinue the charters until June 30, 1953. The charters, in accordance 
with law, have contained a provision requiring that the vessels under 
charter be operated only in the interisland commerce. 

When the extension resolution of 1951 was under consideration in 
the Congress, the Committee on Foreign Affairs of the House, in 
Report No. 343, 82d Congress, carefully investigated the matter of 
adequacy of the charter rate in effect under the charters, and indi- 
cated that the charter rate of 10 percent per annum of the statutory 
floor price of the vessel under the Ship Sales Act of 1946 was reason- 
able and apparently did not result in any unreasonable return to the 
charterers. At that time, the committee recommended that con- 
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sideration be given to the advisability of selling the vessels under 
charter to owners who would continue them in the Philippine inter- 
island service. Legislation to provide for the sale of thé vessels was 
considered by the Senate Interstate and Foreign Commerce Com- 
mittee in 1952 in the hearings on S. 2514, 82d Congress, February 28, 
1952. While considerable support was manifested for sale of the 
vessels in question, the charters were continued in force and effect 
for another year, until June 30, 1953, by Senate Joint Resolution 144, 
enacted as Public Law 327, 82d Congress 

While we have been opposed to reopening the authority to sell war- 
built vessels, the proposed sale of these vessels under charter in the 
Philippines rests upon special grounds as appears from the history 
of the charters in question. The vessels were originally chartered 
under the Philippine Rehabilitation Act for the purposes of assisting 
in the maintenance of the economy of the Philippines. If they can 
be disposed of by sale for continued use in that economy, without 
detriment to the security or commerce of the United States, such dis- 
posal appears desirable 

The ships in question, because of slow speed—10.5 to 11 knots 
and limited deadweight—2,700 and 6,000 tons—are not especially 

uited as components of the long-range merchant fleet for employ- 
ment on foreign-trade routes. ‘They were not in strong demand for 
purchase by citizens of the United States during the life of the 
Merchant Ship Sales Act of 1946. There are some 50 CL-MAV1’ 
and some 18 N3’s in the reserve fleet. There is submitted herewith 
a table of information concerning the vessels chartered, the charterers, 
( hartet hire, and sales prices 

The selling price under the Merchant Ship Sales Act of 1946 would 
be subject to adjustment for the presence of desirable features, but 
not otherwise, since they represent the “floor price” of the vessels 
below which the price may not be adjusted. In accordance with 
former practices, in cases of sales to noncitizens involving deferred 
payments of the purchase price, the guaranty of the government of 
the purchaser is normally required, unless the sale is to the government 

The charters have, in accordance with the purpose of such charters, 
continued a requirement that the vessels under charter be used only 
in the interisland commerce of the Philippines. We believe that such 
a requirement should be continued in connection with any sales of 
the vessels and recommend that such a limitation be effective with 
respect to the vessels sold for a period of 10 years from the date of 
the sale of the vessel, except with the prior approval of the Secretary 
of Commerce. 

The joint resolution would prescribe a first preference between 
applicants for purchase to those applicants who are charterers of 
vessels at the time of application, and a second preference to applicants 
who suffered losses in interisland tonnage in the interests of allied 
war effort. In view of the original purpose of the charters and the 
continued operations by the charterers with payment of substantial 
charter bire, it appears reasonable to afford the preferences extended 
by the bill 

The Department believes that, in view of the present fluid interest- 
rate structure, the Secretary should be given discretion to fix the terms 
of payment on unpaid balances after consultation with the National 
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Advisory Council on International Monetary and Financial Problems 
We suggest, therefore, that the following language be inserted after 
the word “Philippines” on page 3, line 12: 


Provided, howe er, That the Seeretarv of Commerce, after consultation with 
the National Advisory Council on International Monetary and Financial 
Problems, shall fix the terms of payment on unpaid balances, which terms shail in 
no event be more favorable than the terms applicable in the case of sales to citizens 


of the United States. 


Senator Porrer. What is the interest rate? 

Mr. Crark. The interest rate, normally applied under the act, is 
3% percent on unpaid mortgages. That is a statutory figure. What 
we are suggesting here is flexible authority that would allow us, in 
times when the interest rates are somewhat flexible, to adjust it in 
such manner that we would not be giving a preference to noncitizen 
purchasers over what was permitted to citizens of the United States. 

Senator Porrrer. It would be in line with the interest rate that 
would be applicable to our own citizens? 

Mr. Ciark. Yes. 

As | have stated, the Department of Commerce is opposed to a 
general reopening of the authority to sell war-built vessels. It woul | 
not be adverse, however, to favorable action by the Government for 
the purpose of furthering a policy determined by the Congress in the 
Philippine Rehabilitation Act of 1946. This conclusion is based upon 
the view that ships of the type under consideration have only a limited 
use in the commercial merchant fleet of the United States, and their 
operation in the Philippine interisland trade would not be detrimental 
to the American merchant marine, but, in fact, would be of benefit to 
the shipping of the United States serving ocean traffic between the 
United States and the Philippines. The objective of aid to the 
Philippine rehabilitation and maintenance of its economy would be 
assured through the requirement of continued service in the interisland 
trade, where the vessels are of direct assistance to the economy of the 
islands. 

Senator Porrer. Thank you, Mr. Clark. Offhand, do you know 
how long these ships have been under charter to the citizens of the 
Philippines? 

Mr. Ciark. The provisions of that charter arrangement went into 
effect as of the following dates. I might say that this date varies, 
Mr. Chairman, by ship. I have submitted here, to be filed in the 
record, the entire list of the ships, with the type of ship, the monthly 
rate of charter hire, the date delivered, and the period of time for 
each one of the ships. 

Senator Porrrer. That will be made a part of the record. 

Mr. Ciark. May I add that the approximate charter hire by ship 
is also provided for the record. 

(The material referred to is as follows:) 
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Senator Porrrr. I notice that we have 4 ships which were delivered 
in 1947, 3 in 1949, and 1 in 1951. Am I reading that correctly? 

Mr. Cuark. That is correct. 

Senator Porrrer. The charter hire has been 10 percent of the full 
price of the ship? 

Mr. Crark. That is right. 

Senator Porrrr. So, the ships purchased in 1947 have over 5 years, 
and under 6 years, of charter hire, and at least our Government has 
received approximately 6 percent of the floor price of the ship through 
charter hire so far, have they not? 

Mr. Cuarx. That is true, Mr. Chairman. If I may add to that, 
the total of all of the funds redounding to the ¢ a under this 
charter arrangement amount to $2,328, 064.5 That is projected 
through June 30 of this year. 

Four of the ships, prior to this arrangement, had earned, in addition 
to that, $871,000, as previous charter ‘hire to the P hilippine arrange- 
ment, which means they — aon a total of charter hire, inc Juding 
these charters, of $3,199,064.5 

The sales price of the aoe as computed under the provisions of 
the Merchant Marine Act, and this bill, would amount to a total of 
$5,100,806. So, your observation, Mr. Chairman, is quite a good 
one: that they have earned, totally, a considerable ratio of the sales 
price. 

Senator Porrrr. It has been my understanding that the reason 
these Philippine citizens were not able to purchase the ships under 
the Ship Sales Act was that, at the time, they had claims under the 

Philippine Rehabilitation Act which had not been settled. I don’t 
know whether you are familiar with that or not, Mr. Clark. That 
has been my understanding. You will probably hear testimony on 
that later on. 

Mr. Ciark. That is true. 

Senator Porrer. That is the reason. It is not the intention of the 
committee to reopen the Ship Sales Act; this is a special case. These 
are ships that have been under charter and ships for which there 
has not been a demand for commercial use in this country at the 
present time. 

The ships would be about how old? I presume they are all war- 
built ships? 

Mr. Crark. Yes. Most of these ships are 8 years old at the present 
time. 

Senator Porrer. Thank you, kindly, Mr. Clark. Do you have 
any questions, Mr. Drewry? 

Mr. Drewry. Mr. Clark, the Philippine Rehabilitation Act au- 
thorized charter of vessels to the Philippines, and there was a pro- 
hibition in the Ship Sales Act by foreigners, isn’t that correct? 

Mr. Cuiark. I believe that is true. 

Mr. Drewry. No reference was made, I suppose, in the Re- 
habilitation Act, to the sale of vessels to the Philippines, because 
at that time the Ship Sales Act was still open, and sales could be 
made to foreigners? 

Mr. Crark. That is true. 

Mr. Drewry. I| take it from your recitation of the history and the 
background that this situation grew out of the original Philippine 
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Rehabilitation Act, and only now are they, for one reason or another, 
in a position where they can buy? 

Mr. Crark. May I add to the counsel’s comments, there? We 
do not visualize this as a basic de facto sale based upon the reopening 
of the Ship Sales Act. What I am trying to say is, in theory, this 
is a further promulgation of the rehabilitation program of the Philip- 
pines and the Ship Sales Act, and its provisions for sale are reopened 
only as a device to accomplish the fundamental purpose, which is 
rehabilitation 

Mr. Drewry. On this proposed amendment, under the Ship Sales 
(ct, would it be possible to give interest rates more favorable than 
citizen purchasers get at the present time? 

Mr. CLrark. We feel that if this particular clause is placed in this 
particular bill, and if the committee so recommends to the Congress, 
and Congress adopts it, it would, to that extent, authorize us to set 
the rates even in respect to the provision ol the Ship Sales Act, gen- 
erally It is a modification for that purpose 

Senator Porrer. Could you set the interest rate higher than the 


interest rate applicable Lo \(merican pureh isers V the language Ol 


your amendment? 


Mr. Ciark. I would think we could; ves, su I will withdraw 
that | will make it verv aflirmative—we could 
Mr. Drewry. If this is an extension of the Ship Sales Act, because 


of the peculiar circumstances prevailing, why would there be a reason 


| 
at this time to call for a higher rate of interest than other foreign 
purchasers who have pure hased vess« Is under the Ship Sales Act? 
Mr. Crark. Well, I think the basic determination of percentage 
that was established was based upon the conditions exist Y at that 
time, and that perhaps the original causes leading to the interest rate 
Ship Sales Act at the point at which it was passed, the 
changes in the whole economy of interest rates, has somewhat changed 


There was an attempt, here, to pretty much refresh the situation and 
bring it up to date and allow us to set such rates as we thought were 


aineiaas a 
maer the 


appropriate as of this time 

Senator Porrer. Mr. Clark, in the contracts you have pow, your 
interest rate has been set. Do you contemplate, for example, that 
you might change that interest rate in existing contracts? 

Mr. Crark. No, sir; I am positive that the application of this 
particular rule, were it adopted, would not result in any lowering 

Senator Porrer. The policy at the present time 1s probably to 
increase the interest rate. I was wondering about that. I would 
question the authority to do so, but I was wondering if there was any 
disposition on the part of responsible authorities to try to break 
existing contracts? 

Mr. Crarx. Not at all. The Maritime Administration feels very 
keenly, Mr. Chairman, about any depreciation or modification of any 
contract. 

Senator Porrer. I can assure you I feel the same way. 

Mr. Criark. The rates are moving up. This is merely an attempt 
to give some latitude to the Secretary of Commerce by which he 
could make what we think are legitimate adjustments in the interest 
rate 
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Mr. Drewry. Mr. Clark, you referred to a requirement that the 
vessels be kept in the interisland trade for 10 years. Would that be a 
10-year period, or would that be— 

Mr. Crarx. Ten years from the date 

Mr. Drewry. Based on the mortgage, or would it continue in force 
after the mortgage was paid off, in the event the mortgage was paid 
off? 

Mr. Ciark. We would want it to continue in force for the entire 
10 vears following the passage of the act. 

Senator Porrer. Irrespective of the mortgage’ 

Mr. Ciark. Yes, sir. 

Mr. Drewry. Do we have any kind of treaty arrangement with the 
Philippines which would make these vessels available to us and put 
them under effective control, for instance, in the event of an 
emergency? 

Mr. Cuark. J had thought that provision was now available. | 
would like to call on Mr. O'Donnell. 

Mr. O’Donnetu. The Mutual Defense Act of 1951 

Senator Porrer. That provides they would be available in case of 
an emergency, if we need them? 

Mr. O’Donne ut. Yes. 

Mr. Drewry. That would be accomplished by an amendment 
somewhat similar to what was in Senate Jomt Resolution 68, which was 
an earlier bill that provided for 5 years, or the mortgage, whichever 
was the later. 

Senator Porrer. Do you allow any discretion for the Secretary of 
Commerce to 

Mr. Cuarx. Yes; we have an attached clause to that particular 
seciton of the recommendation here, which allows the Secretary of 
Commerce some latitude in that instance. 

Senator Porrer. Thank you kindly, Mr. Clark. 

Our next witness will be Mr. O'Donnell. Will you identify yourself 
for the record, Mr. O'Donnell? 


? 


STATEMENT OF JOHN A. O'DONNELL, ASSOCIATE COUNSEL, 
COMPANIA MARITIMA AND THE PHILIPPINE STEAM NAVIGA- 
TION CO. 


Mr. O’Donne tt. Mr. Chairman, I have a map here which may be 
helpful. It shows the shipping lanes and routes of the Philippine 
Islands. 

Senator Porrer. Thank you, Mr. O'Donnell. 

Mr. O’DonneE.u. My name is John A. O’ Donnell, and I am engaged 
in the private practice of law, with offices located at 830 Bowen 
Building, Washington, D.C. Together with my colleagues, Attorney 
Harry Colmery of Topeka, Kans., and Mr. Joseph Marias, of San 
Francisco, we represent the Compania Maritima and the Philippine 
Steam Navigation Co., Manila, Philippine Islands, the present char- 
terers of the vessels, the subject of Senate Joint Resolution 72. 

My colleagues and I are appearing in support of Senate Joint 
Resolution 72, the purpose of which is to provide for the rehabilitation 
of the interisland commerce of the Philippines by authorizing the 
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Secretary of Commerce to sell eight small war-built coastal vessels to 
citizens of the Philippines, in accordance with the terms and conditions 
of the Merchant Ship Sales Act of 1946, as amended, which act pro- 
vided for the sale of surplus war-built vessels of World War II. 

Briefly, the facts are these: The resolution before you deals with a 
subject which has been considered by this committee in the 82d Con- 
gress under a somewhat different proposal, although the background 
remains the same 

Almost all of the prewar vessels which carried the interisland trade 
of the Philippines, so vital to its commerce, were lost during the early 
days of the war with Japan while under requisition by the military 
forces of the United States. At the time, they were flying the Ameri- 
ean flag and the military dispatches made mention of numerous 
nstances of heroic action by them in support of our war effort before 
they were sent to the bottom by enemy action With the reoccupa- 
tion of the Philippines and the subsequent restoration of trade be- 
tween the islands, a number of small vessels of less than 1,000-ton 
capacity, which had been built in the United States during the war, 
were declared surplus by our military forces and were sold to citizens 
of the Philippines by the Foreign Liquidation Commission. 

These vessels, however, were not nearly sufficient to meet the 
demands of interisland commerce, and Public Law No. 370 of the 
70th Congress, known as the Philippines Rehabilitation Act of 1946, 
made certain larger vessels of over 1,000-ton capacity available to 


citizens of the Philippines under charter arrangement. Eight of 
these vessels have remained contimnuousis employed out there ever 
since, and are so employed as of today. This fact seems to establish 


beyond any shadow of doubt that these vessels are essential to the 
trade and commerce of the Philippines. 

An opportunity was afforded citizens of the Philippines to purchase 
these vessels under the Merchant Ships Sales Act of 1946 Public 
Law 321, 79th Congress. Unfortunately, the sales provisions of 
Public Law 321 expired on March 1, 1948, at which time the Philippine 
citizens, charterers of the vessels, found themselves unable to qualify 
financially for their purchase, primarily because action by the War 
Damave Commission on their losses of prewar ships and property bad 
not vet been taken. Accordingly, in accordance with the acts of 
Congress repeatedly renewing the authority therefor, the charters of 
the eight vessels have been continued. This authority, Public Law 
297 89d Congress, will expire at the end of this month. 

Their financial situation, resulting from the untimeliness of the 
action on their war losses, as against the expiration of the sale provi- 
sions of Public Law 321, prompted the Philippine citizens, charterers 
of the vessels, to put before this committee of the 82d Congress an 
appeal that the charter hire already paid for the vessels be allowed to 
apply against their purchase. 

This was S. 2514 in the 82d Congress. Although that appeal 
seemed eminently fair and equitable, opposition to it developed to 
such an extent that this committee took no action on the bill, but 
reported favorably on an extension of the charters, which again expire 
on June 30, 1953. 

The Philippine citizens, charterers of the eight vessels, have been 
made aware, and now fully recognize, the reasons for the opposition 
to their previous appeal, and now seek authority by the resolution 








SALE OF SHIPS TO PHILIPPINE CITIZENS ll 


before you to purchase the vessels without any special considerations 
to their unusual position. 

The eight vessels are a type designed for coastal trading, of slow 
speed, and in surplus supply as evidenced by the fact that at least 
50 of the same type are in layup in the reserve fleet at United States 
ports. The importance to American owners of war-built vessels that 
the sale provisions of Public Law 321 not be reopened is fully recog- 
nized, but because the eight vessels are actually replacements of 
vessels lost in the Philippines by enemy action, and they have been 
continouously employed in the Philippines under charter, it is felt 
that they are entitled to special consideration and their disposal by 
sale does not in any sense of the word reopen the sale provisions of 
Public Law 321. 

This proposed legislation has the unqulaified endorsement of the 
Government of the Republic of the Philippines. 

It was my privilege to serve as a member of the Philippine War 
Damage Commission from 1947 to 1951. This - eee was 
charged with the administration of the Rehabilitation Act of 1946. 
In order that we may historically follow the events which led up to our 
clients’ chartering rather than owning their interisland vessels and why 
they wish to purchase these ships today, we deem it appropriate at 
this time to review the Philippine situation before and after the war, 
together with the Philippine Rehabilitation Act of 1946, and other 
rehabilitation measures insofar as they are germane to the issues we 
are here to decide, 


[INTRODUCTION 


Throughout the half century when the Philippines was a possession 
of the United States, there were frequent declarations by our policy 
makers that the Philippines would be created a free and independent 
nation at such time as its people were able to govern themselves, 

World War II interrupted the preparation for independence by the 
Philippines. History records the grim events that occurred in what 
was then the Commonwealth between December 7, 1941, and the time 
of liberation in 1945. Despite the propaganda of the Japanese, the 
vast majority of the Philippine people remained loyal to the United 
States because of the bonds of friendship that had been developed in 
the years of American jurisdiction. They fought side by side with the 
forces of the United States and, during the Japanese occupation gave 
aid and comfort to those nationals of the United States who were 
imprisoned or who waged guerrilla warfare against the mvaders. 
Their loyalty and assistance continued, notwithstanding the havoc 
that was wreaked on their homes, farms, industries, and businesses, 
or the torture and even death to which many were subjected. When 
the military forces of the United States returned to the Philippines, 
the people again fought to overcome the Japanese. 

With the conclusion of the war, the United States made ready to 
grant the long-awaited indepe ndence to the Philippine people. The 
ravages of the conflict, including the destruction caused in the battle 
of liberation and the tragic events of the occupation, however, had 
seriously disrupted the life and economy of the Philippines. Its 
financial condition prevented the people from embarking on a career 
as a free nation without assistance. The relationship “between the 
United States and the Philippines had been unique and, during the 
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occupation, the highest American officials had given assurances that 
the damage of war would be repaired and the people repaid. With the 
granting of independence, the time for the fulfillment of these assur- 
ances had come. 


EXTENT OF PHILIPPINES WAR DAMAGE 


General Eisenhower, now President Eisenhower, has stated that 
Manila was the worst war-ravaged city in the world with the possible 
exception of Warsaw. Proportionate damage w as even greater in 
many other cities. Practically all of the vessels in the interisland 
service were sunk or appropriated by the Japanese. Of 58 vessels 
registered in the prewar interisland service 55 vessels were lost. 


PHILIPPINE REHABILITATION ACT 


In response to the desperate plight of the Philippines, the 79th 
Congress passed the Philippine Rehabilitation Act of 1946 to assist 
the New Republic in the restoration of its economy. This act author- 
ized the appropriation of $520 million, of which $400 million was for 
the settlement of private claims. A most comprehensive and complete 
survey showed $935 million as representing the loss or damage to 
private property, so that less than half was authorized for appro- 
priation. 

Under the Rehabilitation Act, the Commission was directed to 
reduce by 25 percent the aggregate amount of claims approved in 
excess of $500 for any one claimant and to apportion among such 
claimants on a prorata basis any funds available for the payment of 
claims after payments not in excess of $500 are made. As it turned 
out, the Commission with the funds available was only able to pay 
52.5 percent of the approved balance of a claim adjudicated in excess 
of $500 which was 22.5 percent less than the statutory maximum of 

percent fixed by the Rehabilitation Act. Since the Commission 
was directed to appraise all assets lost at 1941 levels less depreciation, 
it is generally conceded that e ven on a we ‘Il-prepared claim, a claimant 
did not get over 15 percent of his actual loss since prices now in the 
Philippines were 3 to 4 times prewar. 


PHILIPPINE REHABILITATION ACT A COMPACT 


The Philippine Rehabilitation Act of 1946 and the Philippine Trade 
Relations Act of that year have become comparable to a compact 
between the people of the United States and the Philippines. On the 
basis of these laws the Philippines people were requested and did 
amend their constitution to provide equal rights for the United States 
citizens as compared with Philippine citizens in the development of 
Philippine natural resources. 

The United States bas invested 50 years of constructive effort in 
the Philippines in an endeavor to prepare the people for democratic 
self-government. It has spent blood and treasure in expelling the 
enemy who occupied the islands during the war. The liberated but 
war-torn country was granted its independence on July 4, 1946. 
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IMPORTANCE TO PHILIPPINES 


Philippine progress and prosperity will largely be determined by the 
means of transportation available to bring together the more than 
7.000 scattered islands which comprise the are hipelago. 

A look at the map of the Philippines will show that the only means 
of cheap transportation between islands would be by interisland 
shipping. Asa matter of fact, there probably is no other country of 
its size requiring a more adequate water-transportation system than 
the Philippines. 

World War lI proved disastrous LO interisland shipping All local 
shipping firms closed down either because their ships were comman- 
deered by the United States Armed Forces in the Far East or because 
they were sunk by enemy acticn 

During the Japanese occupation, interisland communication and 
trade had to be conducted on the slow-moving ‘‘batel”’ or sailboat 
with outriggers. The blow against interisland shipping was felt 
throughout the country. Ties between the islands were disrupted and 
progress was greatly retarded. 

Liberation and inde pendence did not solve the pressing problems 
presented at the time Dy thy shortage of modern interisland ships. In 
fact, for some time, cargoes were transported from one place to another 
ov vessels loaned by the United States agencies here 

With the cessation of hostilities, what was the plight of the inter- 
island owner-operators? 

Unlike the lactory or af artment-house owner who had their respec- 
tive sites to pledge as collateral for loans to make a fresh Start, the 
owner -interisland operator’s assets were all at the bottom of the sea. 

This bill limits the sale to eight small coastal ships—the ones pres- 
ently operating in the interisland services under interim charters as 
provided by an emergency provision of the Philippine Rehabilitation 
Act. Six of these eight ships are classified as C1-MAV1—called 
Mavees. They are approximately 5,000 tons dead weight, carrying 
around 4,000 tons of general cargo. Their speed is 10', to 11 knots. 
The other 2 vessels are N3’s of 2,750 tons dead weight which carry 
about 2,000 tons of general cargo at about 10 knots. Both of these 
types were built during the war for United States coastal services to 
replace the larger and faster intercoastal and coastal ships needed for 
war purposes. 

The floor price, Mr. Chairman, on these ships, on the CI-MAY1’s, 
is $693,862. The floor price on the N3’s is $468,817. 

I make mention of this by reason of the fact that, by a comparison 
of costs of vessels affected by this bill with costs of other war-built 
vessels, we find the price per di ad-weight ton for these vessels, in the 
case of the N3, $161, and in the case of the CI-MAV1, $136, which is 
greatly in excess of any other vessel constructed in the United States 
during the war. 

For example, the price per dead-weight ton of the famous Liberty 
ship, with which we are all familiar, is $50.41, while the price per dead- 
weight ton for the Victory ship is $93. I have here an exhibit which 
clearly shows this, which I would like to make a part of the record at 
this time. 

Senator Porrer. It will be so ordered, without objection. 

(The chart referred to is as follows:) 


85690—53——-3 
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Comparison of costs of vessels affected by this bill with costs of other representative 


war-burll we 


War cost | Floor price | Price per 





Wartime alent anode te: ae 

r'ype of vessel bt building |S Prewar| Ship Sales | weight 

: oo cost Act ton 
C 1 B (turbine) . $1. 940. 000 $2, 608, 168 134. 4 sd > R5D $100. 31 
C2-S-B1 (turbine) 2,100,000 | 2, 736, 624 130. 1 7,818 104. 11 
C3-S-A2 (turbine 2, 460. 000 3, 659, 228 148.8 1, 280.7 30) 104. 12 
EC2-S-C1 (reciprocati Liberty 1. 278. 000 1, 728, 5°0 134. 3 544. 506 50. 41 
V¢ S-A P3 (turbine Victory 2, 130, 000 2, 872, 659 44.4 1, 005, 431 93. 00 
Vv‘ S-A P2 (turbine 1, 958, 000 2, 511, 877 128. 3 879, 157 81. 00 

Vessels aff ibyt bill 
C1i-M AN 1 (diesel 1, 280, 000 1, 982, 464 154.9 693, 862 | 136. 00 
N3-S-A1 (reciprocating) 760, 000 1, 399, 477 176.2 468,817 161. 50 
| 
e: Maritime Admin i, Depa ent of ¢ erce 


Mr. O’Donnetu. The eight vessels affected by this bill would 
add only about one-tenth of 1 percent of additional tonnage to the 
laid-up fleet of the Maritime Administration. To the Philippines, 
however, they represent over half of the tonnage in major vessels of 
the whole interisland system. In addition, the vessels are important 
to the Philippines because, although by American standards they are 
small, slow, and inefficient, by comparison to the rest of the interisland 
ships, they are among the largest vessels in the fleet. Unlike the other 
very small vessels in the interisland system, they are able to handle 
all kinds of bulky and heavy cargo, carry passengers, and fulfill 
regular schedules. 

Liberation, independence, and the interisland operators: The 
owners of these vessels filed claims under the Philippine Rehabilita- 
tion Act of 1946. In addition, these owner-claimants sought to take 
advantage of section 103 of title 1 of that act, which authorized the 
Commission, at its option, to make payment in kind, the Congress 
having in mind full utilization of surplus property. The mechanics 
of the Rehabilitation Act were not flexible enough to permit this. 
Had the Philippine War Damage Commission been able to transfer 
surplus ships to the interisland operators covered in this resolution, 
we would have no problem here today. 

The reason for that being, Mr. Chairman, if I may digress from 
my statement a minute, is the fact that there were some 8,000 items 
claimed before the Philippine War Damage Commission, which is 
more items than Sears, Roebuck and Montgomery Ward have to- 
gvether. If we gave one man a replacement in kind, and we did not 
have a replacem: nt asset for the other, they would be treated differ- 
ently. One might get more than the other, and it wouldn’t work out 
equitably. 

Senator Porrer. This was the result of the War Damage Com- 
mission? 

Mr. O’Donnett. Yes. Another thing, Mr. Chairman, by the time 
the War Damage Commission got organized and got around to paying 
really larger claims, as against these smaller claims, of which we had 
so many, we had over a million of less than $500. Before we got 
around to the larger claims, much of the better surplus property was 
gone. 

Senator Porrer. Was the policy to take care of the smaller claims 
first? 
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Mr. O’DonneELL. Yes, in order to know how much we could pay on 
the larger claims. It was mandatory that we pay all claims approved 
in the amount of $500 in full. 

These inter-island operators all owned their own vessels before the 
war. They took every conceivable step in order to qualify as pur- 
chasers under the Merchants Ships Sales Act of 1946. This law was 
passed on March 8, 1946, and under this law sales to foreign nationals 
terminated on March 1, 1948. These dates are very important, in 
the light of the fact that the War Damage Commission did not com- 
mence payment on its larger claims until February of 1949. 

Again to digress for a minute, Mr. Chairman, I remember distinctly 
we had great difficulty in getting the necessary personnel to come to 
the Philippines that could properly appraise these ships. It was with 
some difficulty that we finally secured such people. That was one of 
the reasons for the delay in paying these people. 

Senator Porrer. In other words, the owners who lost ships during 
the war, and had claims before the Philippine War Damage Commis- 
sion, the claims were not paid while the Ship Sales Act was not active? 

Mr. O’Donne tt. That is correct, Mr. Chairman. 

Moneys received by the ship operators from the War Damage 
Commission amounted to “‘too little too late.” 

As an example, the Compania Maritima, which operates 6 of the 
chartered vessels, received in war-damage payments a total of 
$760,000, against its claim of $2,735,000 for its 12 ships lost, based on 
prewar values. Thus, it is seen in this case that the Philippine ship 
operator received compensation to the extent of only 27 percent of its 
claim and still less of the amount required for replacement. 

The owner-operators of the inter-island services were not financially 
able to meet the required 25 percent downpayment on the ships sold 
under the Ships Sales Act, and consequently were denied the act’s 
privileges. This bill aims to rectify that omission; 1,113 ships 
were sold to foreign operators, some of whom were citizens of former 
enemies of the United States. 


CHARTER THROUGH NECESSITY 


Finally, through the force of all of these circumstances, and not by 
choice, the Philippine ship operators chartered eight coastal vessels 
under the authority of section 306 (a) of the Philippine Rehabilitation 
Act, which authorized the Maritime Administration to enter into 
such inter-island charter agreements. The economy demanded im- 
mediate restoration of the inter-island services in the public interest. 
These charter agreements provided a rate of 10 percent of the statutory 
sales price of each vessel. 


CONGRESSIONAL INTENT 


Section 108 (c) of the Philippine Rehabilitation Act directed the 
War Damage Commission, to the fullest extent practicable, to re- 
quire that the lost or damaged property be rebuilt, replaced, or 
repaired before payments were actually made. ‘This clearly shows 
the intention of Congress ‘to rehabilitate the Philippines.’’ Apply- 
ing the foregoing to the ship charterers under this bill, it is evident 
that they have returned to the United States Government, in the 
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form of charter hire, approximately twice the amount of their war- 
damage payments without a hope of rebuilding or replacing their 
lost assets-as intended by the act 

Before the war in 1941, there was in service in interisland shipping, 
42,610 gross tons of ships over 1,000 gross tons. ‘Today, the total 
cross tonnage of vessels over 1,000 tons in interisland service is 
15,678 gross tons, approximately the same. ‘This latter figure in 
cludes the tonnage of the 8 chartered vessels, or approximately 51 
percent of the present tonnage. 

‘Together with the owner-operated ships, the chartered vessels 
provide the Philippines today with vessels for imterisland service 
having a total gross tonnage of 49,029 which is approximately 12 
percent over that of the prewar period. However, considering the 
fact that the population of the Philippines has increased 25 percert, 
from 16 million in 1940 to 20 million in 1953, the present shipping 
facilities are far from adequately meeting the demands of Philip 


pine commerce, especially because of the southern economic develop 

ment program, which is attracting th yusands to the second largest 

island in the south, Mindanao. The loss of these chartered vessels 

would cripple interisland shipping facilities and would severely dis 
Philipp i economy. 


EFFECT ON UNITED STATES SHIPPING INTERESTS 


The proposed bill is in nowise adverse to the interests of the American 
shipping coucerns, either in the sense of creating additional competition 
or of taking any ships that would otherwise be of use to American 
companies. As a matter of fact, these vessels augment American 
transoceanic trade by acting as feeder vessels. The benefits which 
it extends to the Philippine ship operators are not gained at the ex- 
pense of American shipowners. It is, thus, consistent with United 
States Government policy aimed at maintaining a strong American 
merchant marine. 


EFFECT ON UNITED STATES TAXPAYER 


The proposed bill will not result in any expense to the United 
States taxpayer. The charters of these vessels expire June 30, 1953. 
If these operators are denied the opportunity of buying these vessels, 
it is estimated that it will cost the Maritime Administration $350,000 
to return them to the mothball fleet. On the other hand, passage of 
this bill would not only mean saving this sum to the taxpayer, but 
also would mean an addition to the United States Treasury of over 
$5 million 

Of course, that is a very conservative estimate in view of the state- 
ment of the Maritime’s representative this morning between the 
charter-hire and the actual purchase price of these vessels, which 
would be over $7 million, In addition, from a United States defense 
standpoint, it is better to have these vessels ready and going in the 
event of an emergency. 

At this point, | would like to overve that these interisland opera- 
tions fall under the supervision of the Publie Utility Commission of 
the Republic of the Philippines, so that the public interest is protected 
through the regulation of rates, profits, and so forth. No monopolistic 
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practices are allowed. The public service commission, created during 
American administration of the islands, has been in existence for the 
past 40) years, 

Let’s review the record of these Philippine ship operators 

(a) They lost their assets through enemy action. 

(b) Sought payment in kind from the War Damage Commission 
to no avail. 

(c) Endeavored to pledge their war-dagage claims as collateral to 
purchase new vessels, without success 

(2) Through no fault of their own, their initial war-damage pay- 
ments were made subsequent to the repeal of the Ships Sales Act. 

(e) Of necessity, they chartered these eight coastal vessels sine 
the pub lic interest demand the restoration of the service. 

SW These charters, which were extended by Congress for 14 months 

1 April 1952, expire on June 30, 1953 

(qJ) The Philippine citizens, charterers of the eight vessels, are 
fully cognizant of the reasons opposing their endeavor to purchase 
last year, and now seek authority by the resolution before you to 
purchase the vessels without any special considerations of their 
unusual position 

In recommending the approval of the joint resolution of April 28, 
1951, which exten@ed the charters for another year, this committee 
said: 

This authority was an expedient to provide interim lef to P ppl 
interi-land shipowners whose ships were lost by enemy acti rving under 
Unied States military order 

The subcommittee of the Committee on Foreign Affairs of the 
House of Representatives, on April 21, 1951, Reprint No. 343, in 
considering an extension of the current charters, recommended: 

The subcommittee recommends that careful nsid ion be given to tl 


ad 


them in Philippine interisland service 


isability of ling tl vessels now under charter to ow! » would conti 
The Philippine imterisland shipping system 1s indeed a vital seg- 

I 
ment of the national economic structure. Moreover, the report of 
this committee on the Charter No. 318. dated \pril 12, 1951, stated: 





Interisland st ipping in the PI lippine is important o the econom of the 
United States bys erving the ports and district that produce he p, lumber, 
copra, Sugar, manganese, chrome, and so fort! nm \ ary t 


our rearmament. 


The importance of this matter to the Philippines is further expressed 
in a law recently enacted by the Philippine Congress which provides 
for an excise tax of 17 percent on foreign exchange. In this law, the 
exceptions are considerably limited, but nevertheless, among these 
exceptions are “payment of purchase price or charter fees of airplanes 
and vessels of Philippine register, and so forth.’ 

From the military standpoint, the Philippines, being an archipelago 
stretching over an expanse of 1,000 miles from north to south, requires 
an efficient system of interisland communication to link the chain of 
islands into 1 operating and coordinated unit. The Philippine inter- 
island shipping svstem is, therefore, an essential factor in the mutual 
security of the Philippines and the United States, as envisaged in the 
Mutual Security Treaty signed in December 1951, right here in 
Washington. 
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Obviously, the objective of Senate Joint Resolution 72 is in 
harmony with the clobal policy of the United States of helping 
friendly nations improve their economic conditions so that they can 
better resist the threats of communism. 

The proposed bill, accordingly, will rehabilitate the Philippine 
economy in a most stratecic sector. it will ms ake possible tl 1e Mmain- 
tenance of the minimum interisland shipping requirements of the 
Philippines without which the economy cannot continue to develop. 
Ry the same token, fa lure to pass the bill, and loss of the vesse ls now 
under charter, would be a disastrous blow to the Philippines, and set 
the nation far back in its efforts to build a propserous self-sustaining 
economy, 

, CONCLUSION 


This is a bill of equit ‘his bill is justified both in terms of 
equity and in terms of the intent of Congress to rehabilitate Philippine 
interisland services, as expressed in the Philippine Rehabilitation Act 
of 194 
2. It will not advers« ly affect any United States shipping interests. 

It will not cause any expense to the United States taxpayer. 
To the contrary, it will result in a di minution of expense. 

1. The bill will benefit the Philippine economy, and will help the 
Filipino people. 

5. By so doing, the bill is in line with United States foreign policy 


Lis pertains to the Philippines. 


} 


6 


6. Equity and justice will be served by the passage of this bill. 

Senator Porrer. Mr. O'Donnell, do you have any knowledge as to 
the country’s position on this bill? . : 

Mr. O’Donneti. You mean, the Government of the Philippines? 

Sel Porrrer. Yes 


{ 
O’DonneLi. The Government of the Philippines, in a letter 
to our State Department, has unqualifiedly endorsed this legislation 
Senator Porrer. I am curious to know if other operators who are 
now seeking ships in the Philippines lost an during the war. 


> 


Mr. O’DoNNELI Bv and laree, there may be 1 or 2 of another 
group that perhaps did lose ships during the war. But, by and large 
the majority of the operators who lost ships during the war are in the 
group that we represent here 
‘Porrer. In other words, other operators who might desire 
ld have purchased the ships under the 


shij s, now, most of them cou 
Ships Sales Act? 

Mr. O'Donne tu. Most of the operators, Mr. Chairman, who desire 
to purchase ships now are operators who came into the service subse- 
quent to the war. They are new operators in the Philippine Islands. 
There was a group e them, as I made the statement earlier, to the 
effect that there were about—well, I don’t know how many ships of 
a thousand tons at less were there as surplus property. The Philip- 
pine Government sold these to men who came into the industry right 
after the war. Some of these people may be looking for larger ships. 

Senator Porrer. In other words, people who purchased the small 
ships from the Philippine Government, and the Philippine Government 
received them from the United States as surplus property, and they 
went into the trade that they had not been in before? 

Mr. O'Donnell. That is right. Under the Rehabilitation Act we 
turned over to the Republic of the Philippines in procurement value, 
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surplus property in an amount of not less than $100 million. There 
is some argument between our two Governments as to the actual value 
of that. That was the intent and that was what the law so provided. 
As part of that surplus property that was turned over to the Republic 
of the Philippines, these small FS vessels and F vessels were a part. 
These people you have in mind came into the industry through the 
purchase of these smaller vessels. 

Senator Porrrer. Do the clients you represent also have some of 
these smaller vessels? 

Mr. O’DonneELL. Yes, the Y do. They have various and sundry 
other types of vessels. Mr. Marias, my colleague, is more qualified 
to speak on that. He is 1 licensed ship’s broker in San Francisco. 
He is with me on this, Sie ‘ been in the Philippines in the shipping 
field for a creat number of years. I am quite sure you could answer 
that 


STATEMENT OF JOSEPH MARIAS, COUNSEL FOR THE COMPANIA 
MARITIMA AND THE PHILIPPINE STEAM NAVIGATION CO, 


Mr. Martas. I think you have answered it all right, if it is satis- 
factory to the chairman. 

Senator Porrer. Are your clients financially able now to purchase 
these vessels under this bill in accordance with the floor price’ 

Mr. O’DonnELL. Yes, sir, they have so represented to me that they 
are. I have every reason to believe, based upon my own personal 
knowledge of their operations and their assets, that they are financially 
able to do so. 

Senator Porrer. Do you have any comment to make on the 
language presented by Mr. Clark, representing the Maritime Ad- 
ministration, as an amendment to the bill? 

Mr. O’Donnett. With respect to Mr. Clark’s amendment, as [| 
understand it, Mr. Clark has recommended that these ships be main- 
tained in the interisland service for a period of 10 years. Insofar as 
we are concerned, we are willing and want to go along on any reason- 


able provision of that mature. After all, our clients, the Compania 
Maritima and the Philippines Steam Navigation Co. operate these 
ships in the interisland service. They want to keep them in the 


interisland service. Insofar as they are concerned, any reasonable 
requirement of that nature would be agreeable to us. On the other 
hand, let us consider these ships. They are slow, as we pointed out, 
making 10% or 11 knots. It is conceivable that with the way, for 
example, our friends the Japanese are moving along in their ship- 
building facilities, that they may come out with some 15-knot ships 
in some future time. Of course, we could not meet that competition. 
I think our clients should be in a position to petition the Secretary 
of Commerce and point those feitth out to him and request relief. 

I think Senator Magnuson in the last hearing made some very 
pointed comment with respect to these ships insofar as the sale of 
them and being kept in the interisland service. 

He said on page 12 of the hearing, in answer to a question by 
Mr. Krebs, of the Federation of American Shipping: 

The practical aspect of the matter is that the type of ship itself, what it can 
be used for, is about the only protection that one has against where it might go 


or where it might operate. 
Mr. Kress. That is certainly true. 
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Senator MaGnuson. You might put this kind of provision in, but it does not 
help anything It does mean something if the committee can look at the type of 


ships and what can be their possible use. Then you can determine in a general 
wav what might happe nto the hips even if someone violate | this provi ion, or 


wl ere hey might go or where they might be competitive 


These ships manifestly are not competitive with tne ¢ 
vessels in the interisland trade 


eepwater 


Senator Porrer. The main purpose of these ships is to serve in the 
Inter land trade}; it would hot be economi al to run them on a trade 
ro rT 

Mr. O’Donn I That is rieht 1 would like »y have Mr. Marias 
make some commen Senator, if I may Iie has a better tech a 
bacl I nad t! | have 

} \ [AS I i ma i omm { 8) th | L107 vou 
jus Six Nin () Vonr : im 3 spect to the amenament olfered by 
NI ( 0 of the interest rat Chat interest is 
a statutory rat But 1 addition to that we had con emplated and 
( | ¢] amol in ) h ans meet tl in d dates of 
th hips, had ht them year efore In other words, 
instead o ie 20-vear pl ion we were then in aq t1o und are 
no ‘ ) e th p 1a hefor ut me Therefor our rates 
of interest ye com » those f th ther bu lave 

Y : 1 
I made that cleai i ha voa e prop Ul st tun 

There is one other little con nt I ht o correct Mi 
( Donnell’s $7 million lt is really SS million 

Mr. O'DonneELL. That is the total increment to the United States. 

Mr. Marti Using Mr. Clark’s figure of $3 million and our ficure 
ol 35 millio 

Miu | I Is the iterisland t1 de it th Philip] sa ro- 
{ | 1 ( be ou wh adomest { rele iS 

ir. O’DoNNE!I Mts) ee ile their rates an h les with the 
Pubhe Service Commission. and the routes and cet icates of neces- 
sitv are issued similar to our own Public Service Commission here 

Mr. Drewry. Could the Japanese, for instance, operate im do- 
mestic trade? 

Mir ()’Don ELL No 

Mr. Drewry. There would not be any question of highspeed 
competition from the Japan ef 

Mr O’Don ELI N ». | meant if the Japanese sold competitive 


F 1G } ' 1+ ther 
ships that were 15 or 16 knots and another operator put them lm the 
} ‘ } } { 
trad In the way these vessels operate, the man who leaves Manila 
t } Inf { t} an wt vete the hulk bue} 
l vest is the Man who Vets tHe DULK DUSINESS 
in dau, — + ' +] it are brincin : 
enator Porrmr. In other words, the pomt you are bringing out 
| 1] r 1 ' 
IS that 1b ls possible ior your Ciients to purchase ships irom vapan 
ana 


Mr. O’DonneELL. Anywhere, for that matter: in Italy 
Senator Porrer. It is my understanding that the cost of ship con- 


struction In Japan is about 50 percent of what it is here, that many 
times you can purchase a ship built there pretty n arly as cheaply 
as vou can get it under the Ship Sales Act 

Mr. Mantas. That is one of our fears on this. These ships are not 
competitive in that respect 
Mr. O’Donne.t. There is that phase of it, Mr. Chairman. Under 


legislation, these people lost ships which 


the merits of this proposed 
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had no restrictions on them. It is a little hard for me, an American, 
to say to a man, an operator, under this bill, ‘If the Japs send down 
for a shipload of iron ore, you can’t send it up in your ship. You have 
to let them come down and get it,”’ although he may have a mine. I 
have a client that is in that situation. He has ships and a mine. 

| have nothing against the Japs, but competitively they are hard 
people to meet. When they call up and want a load of lumber or a 
load of iron ore, they start te len you that they will send their ship 
down for it. Our client would like to say, “You are a former enemy 
of ours and I have as much right to send my ship up there as you have 
to send it down.” It is a little hard to put these restrictions on these 
ships. 

However, as far as we are concerned, we are going along with any 
reasonable measure. I just want to point out the difficulties. We 
have a situation illustrative that happened when I was in Manila in 
1950. As vou know, the Philippines, and most of these countries in 
the Far East, are not self-sufficient in rice, which is their staple food, 

In the latter part of 1950 they had a famine. They had an awful 
time getting enough ships to go to Saigon to get rice. If these ships 
were prohibited and tied right down to interisland trade, they could 
not be used for that purpose. Of course, they weren’t used at that 
time for that purpose. But I point out there are considerations on 
both sides of the fence in resolving this thing. 

There is this other matter. We have the mutual defense pact 
with the Republic of the Philippines. The Republic of the Philippines 
is an ally of ours. I believe that between the comity of the two coun- 
tries we have to have some faith in each other. I feel that based on 
my knowledge of the Philippine Government administration, they 
would be the last ones in the world that would permit these ships to 
fall into Communist hands. 

Senator Porrer. Would we have any protection without the 
language that Mr. Clark proposed, in relation to the mutual security 
agreement we have with the Philippines, to make sure these ships 
would not trade with Communist China? 

Mr. O’DonneE LL. I don’t think so, Mr. Chairman. I think that 
insofar as these ships are concerned, looking at it from a practical 
standpoint, once the mortgage is satisfied, the mortgagor has his 
money, then it is a matter between our two Governments. 

Senator Porrer. I was wondering if our two Governments now—— 

Mr. O’Donnetu. Could agree on that. 

Senator Porrmr. And if they have. 

Mr. O’Donne Lt. Yes. 

Senator Porrer. In other words, your clients or any other ship- 
owner in the Philippines tods ay is prohibited from trading with Com- 
munist China, is that true? 

Mr. O’Donne tu. Absolutely. As a matter of fact, in the Philip- 
pines today, and there has been ever since 1947, I would say, a con- 
certed drive on communism, which is a threat within the islands and 
without. They have watched this shipping very closely with respect 
to bringing any materials to any Red ports. 

Mr. Martas. We do want to emphasize, Mr. Chairman, we are 
not here to argue against restrictions. We are perfectly agreeable to 
some restrictions, but we wouldlike to put before you these ideas 
that we have, and show you what we think. 


85690—53 4 
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Senator Porrer. We are pleased to receive them, Are there any 
further questions, Mr. Drewry? 

Mr. Drewry. Are you clients, Mr. O’Donnell, primarily in the 
interisland trade? 

Mr. O’Donne tu. Primarily; ves, sir. 

Mr DREWRY. As far a the operation of these ships is concerned, 
even if there were no restrictions on the operation, you would expect 
to use them in the interisland trade? 

Mr. O’DonNE LL. Solely and exclusively. 

Mr. Drewry. Unless there was some special circumstance, like the 
rice situation? 

Mr. O’Don> oii. Even with the prohibition we would not violate 
it, which we didn’t at that time. At the time of the rice situation, 
Il recall vividly, they were wishing they could use these ships 

Vir. Drewry. I mean, if there were no ships. It would be the 
CX¢ eption rather than the ordinary case? 

Mr. O’7Donnect. That is right 

Mr. Drewry. Do vou have regular routes and services? 

Mr. O’7Donnetu. Yes, regular schedules. They leave a certain 
number of days a week for Lloilo, Davao and Cebu. That is one of 
the largest islands in the south. 

Senator Porrer. In vour charter contract, you are limited to 
interisland trade, are vou not? 

Mr. O’DonneE tt. That is right. 

Senator Porrer. If there are no further questions, we thank you, 
Mr. O’ Donnell 

Mr. O’Donnett. Thank vou very much, Mr. Chairman, 

Senator Porrer. Mr. Bradford will be our next witness. 

Mr. Bradford, will you identify yourself for the record? 


STATEMENT OF LOWELL J. BRADFORD, ATTORNEY, FILIPINO 
SHIPOWNERS ASSOCIATION 


Mr. Braprorp. My name is Lowell J. Bradford, partner of the 
Washington law firm of Pierson & Ball, Ring Building, Washington, 
DD. ¢ | have been a member of the District of Columbia Bar Asso- 
ciation and admitted to practice before the courts of the District of 
Columbia since 1935, and I am also admitted to practice in the Su- 
preme Court of the Philippine Islands. During World War II, among 
other assignments, I was a lieutenant colonel, commanding the Counter 
Intelligence Corps I Regional Detachment (Luzon) United States 
Army Forces, Pacific, with headquarters in Manila, from February 5, 
1945, until October 1945. 

1 would like to divert mv line of thought for a moment to go out of 
order, practically, and rebut two statements made. I don’t think we 
are trying, in eifect, a factual matter as to who lost ships and who did 
not, and who is the oldest operator or group of operators in the islands. 

l can simply say that my good friend, John O’Donnell, according 
to my information, has been misinformed. My association lost over 
24,000 tons during the war, if that is germane and the deciding factor 
here 

Senator Porrer. How much did you lose? 

Mr. Braprorp. Over 24,000 tons. From a historical background, 


several of my companies have been in business longer. There is one 





| 
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his group forced out of business last year, the Manila Steamship Co. 
Now, I would like to proceed, Mr. Chairman. 

I represent the Filipino Shipowners Association—opponents—266 
Juan Luna, Manila, Philippine Islands. I will term this association 
as “opponents” and the rival association, the Philippine Shipowners 
Association, will be termed “‘sponsors” for the sake of clarity. It is 
too close, Mr. Chairman, and we might get confused. 

Senator Porrer. I assume these are the two principal associations 
in the Philippines? 

Mr. Braprorp. Yes. There are some other operators who do not 
belong. They are fairly small or independent. 

| have registered pursuant to the Federal Regulation of Lobbying 
Act on behalf of this association. 

In 1949 the 12 interisland shipping operators in the Philippines split 
into two groups. ‘The first group is the Philippine Shipowners Asso- 
ciation—sponsors—composed of the Fernandez brothers operating as 
Compania Maritima, and the Everett Steamship Co. I would like 
to correct that to conform with Mr. O’Donnell’s nomenclature. It is 
the same company as his navigation company. 

These 2 companies chartered 8 United States vessels through 
negotiations conducted in Washington. These 8 vessels consist of 
C1—MAV1’s of 5,000 tons and 2 N—3’s of 3,000 tons. With the charter- 
ing of these 8 large vessels, these 2 companies commenced to drive 
the operators of smaller vessels out of business. 

In 1949 the remaining 10 interisland operators formed the Filipino 
Shipowners Association—opponents. That is my group. Two of 
these have been recently forced out of business by the competition 
from the large United States ships. The remaining eight companies 
are as follows: General Shipping Co., Madrigal Shipping Co. 

On that point, I don’t think there is any question but what Madrigal 
has been in the interisland trade for many years, also in the ocean 
marine. 

The remaining companies are: Ledesma Shipping Line, Pan Oriental 
Shipping Co., Veloso Bros., Ltd., William Lines, Inc., Rio & Co., 
Southern Lines, Ine. 

These two rival associations are presently engaged in economic 
warfare of the most deadly nature 

Every year legislation was introduced at the last minute to renew 
the charters of the two present chartering companies. This year 
Senate Joint Resolution 72 was introduced which would authorize the 
sale of these 8 vessels at the statutory price set under the Ship Sales 
Act to Philippine operators, but it gives the present charterers first 
preference. This bill in effect actually will sell these vessels to the 
present charterers. 

Were this matter before a court, the court could take judicial 
notice of the existence of a condition of chaos in the interisland 
transportation of the Philippine Islands. After World War II, the 
majority of interisland operators, most of whom sustained serious 
shipping losses during the war, were only able to obtain small boats of 
the F'S type through their own government. 

Anyone who was in the interisland shipping business right after 
Pearl Harbor and during the oce upation, and I agree w ith Mr. O’Don- 
nell’s statement concerning, say, 55 out ‘of 58 vessels lost, knows that 
in order to say in business he would practically have to get a rowboat 
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or a batel. I can assure you that the majority of the operators 
so listed as the ones 10 in my group were in prewar interisland 
shipping. There were three newcomers 

Senator Porrer. What kind of ships did you have at that time? 

Mr. Braprorp. They were the smaller coasters. In fact, my 
people and his people, is | understand it, even LO down in some 
instances to schooners. T he main fact that I wish to get over is that 
as far as historical background goes, and | repeat this eoute times 
throughout, but it is all important to my group, they are the balance. 
They represent the balance and speak for the balance of all the other 
operators 

We are all the other operators, both prewar and the 3 postwar 
newcomers acainst the 2? chosen few. 

We claim that when you use the words ‘“‘rehabilitate the interisland 
shipping industry of the Philippines” you do not intend, nor is it 
the real intent of this Congress, to rehabilitate only two operators 

My opposing association informs me that the two present chartering 
companies, now formed into a rival association, secured, with the 
assistance of strong relationships in the Philippine Embassy and the 
recent United States administration in Washington, the bareboat 
charters of the eight United States vessels which are the subject of 
this controversy It isa plain economic fact that the group in posses- 
sion of these eight larger vessels will within a period of time completely 
monopolize the interisland trade in the Philippines. These United 
States ships are superior in cargo capacity, passenger capacity, and 
in economical operation. The FS vessels and other smaller ships 
which are owned and operated by 98 percent of the Philippine inter- 
island ship operators cannot possib ly compete against these United 
States vessels, and especially cannot compete in the present bitter 
price war now being conducted by the two present chartering 
companies 

The two present charterers are now using these United States ships 
in the present price war to eliminate all other competition on the 
most important routes in Philippine domestic trade. The rate war 
now going on is resulting in rebates of as much as 50 percent in the 
effort of these companies to continue in existence. 

As a result of the present price war, two of the oldest interisland 
shipping firms in the Philippines have been forced to quit the domestic 
shipping services because of their inability to compete with these 
large United States vessels. These two companies are the De La 
Rama Steamship Co. and the Manila Steamship Co. I think both of 
these are well known. De La Rama is more widely known for its 
ocean marine trade. The latter company had almost completed 100 

irs of | ‘hilippine interisland operations when it was forced out of 
the busine ‘ss. The actual purchase of these United States vessels by 
the two present charterers, instead of rehabilitating the shipping 
industry in the Philippines, will turn the entire interisland business 
over to the two present chartering companies and ruin all the other 
operators. That would take a number of years to do or be just a 
question of how close they vet to the wall, in their opinion. This 
perpetuation of a monopoly is not in accordance with the American 
system of competitive free enterprise, and is, in fact, contrary to the 
spirit and the letter of United States statutes regulating restraint of 
trade. 
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The United States has at present in the islands a hearing examiner 
of the United States Maritime Administration, Mr. Robert C. Furness, 
who is now presently on loan as a Philippine maritime consultant to 
the Philippine Government through MSA. Mr. Furness has gone 
on record in certain publications in the Philippines expressing his 
alarm at the conditions in the interisland shipping industry, and Mr. 
Furness has expressed his fear that a monopoly in the interisland 
trade will result unless the price war and bitter competitive practices 
now being conducted are eliminated. 

I will honestly admit it is now being conducted by my people as 
well as his. The preference clause in Senate Joint Resolution 72 
will serve to intensify rather than eliminate these practices. 

It is our position that we favor the passage and adoption of Senate 
Joint Resolution 72 with the striking of the preference clause and 
the insertion in lieu thereof of three suggested amendments, which 
I will come to later. 

Senator Porrrer. Are your clients able to purchase ships? 

Mr. Braprorp. Yes, sir. 

Senator Porrer. How much capital do they have? 

Mr. Braprorp. They have sufficient capital for six CI-MAV1’s 

United States dollars. 

Senator Porrer. What would be the total cost of those ships? 

Mr. Braprorp. We are coming to a point of what possible depre- 
ciation—that has not been mentioned yet—with whatever deprecia- 
tion is involved, I would say between $2% million up to $3 million. 
That is $693,000 less whatever 5 percent per year depreciation would 
be feasible. This would be new —e to some extent. The 
Ship a Act, as I understand it, only allows, on these particular 
vessels, 5 percent per year de edhe ciation dating back to the expira- 
tion date of the act as affecting noncitizens of the United States. So 
that would be somewhere in 1948. 

We, of course, would like to go back to the date of construction, 
which would make them cheaper. 

There is at present proposed legislation in the Philippine Congress 
to establish a Philippine Merchant Marine Act which would control 
routes, rates, schedules, and establish safety and other regulations 
in the interisland trade. The Filipino Shipowners Association 
opponents—is strongly supporting the enactment of this legislation. 
The rival association is just as strongly opposing this proposed 
Philippine Merchant Marine Act. This is contradiction of Mr. 
O’Donnell’s statement to the effect there is nothing monopolistic in 
the Philippine statutes and that everything is quiet in the Philip- 
pine trade. 

I would like to insert in the record at this time a statement from the 
Maritime Administration consultant on loan, Mr. Robert C. Furness. 
I will admit this may be a biased paper. It is my association’s 
vazette, but I am informed it has come in the newspapers in the 
Philippines. 

He is quoted, with his picture, as commenting on the editorial by 
the president of Mr. O’Donnell’s association as follows. This editorial 
is in direct opposition to the declared position of that association in 
the past. Mr. Furness says: 

This editorial is replete with generalities and statements not based on the 
specific provisions of the proposed act. It assumes that the interisland carriers 
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are now functioning in peace and harmony and that the service is efficient and 
udequate. The fact of the matter is that the carriers themselves admit that 
rebating is extensively practiced and other cutthroat competitive practices are 
ged in The trade is anything but harmonious. 

Competition between the two rival shipowners’ associations is keen and bitter 
often breaking out in the newspapers. 





I would like to make this a part of the record. 
Senator Porrrr. It will be made a part of the record at this point. 
(The document referred to is as follows: ) 


From the FSA Shipping Gazette, Manila, February 1953] 


INCONSISTENCY, REVERSAL IN MaGaziINe’s STanpD Hit 


SHIP OPERATOR SAYS OFFICIAL ORGAN OF SHIPOWNERS’ GROUP REPUDIATING 
PREVIOUS STAND 


(By Benigno Del Rio) 


The Philippine Shipping magazine, official organ of the Philippine Shipowners 
Association, came out in a recent issue with an editorial opposing adoption of the 
Philippine Merchant Marine Act 

In the said editorial, Philippine Shipping says that the creation of the maritime 
commission which the proposed legislation seeks to create will not help, but on 
the contrary, hinder the development of Philippine interisland shipping. 

This is a complete reversal of the former stand of the magazine and of the 
group of ship operators for whom it speaks. In a number of issues in 1948, 1949, 
and 1950, Philippine Shipping strongly advocated the creation of a maritime 
commission saying in clear and unequivocal terms that if the local shipping 
industry is to be saved from chaos and ruin, a government instrumentality such 
as is now proposed in the Philippine Merchant Marine Act should be created. 

On this page, at the request of the writer, the FSA Shipping Gazette publishes 
a reprint of an editorial which appeared in Philippine Shipping’s Christmas-New 
Year issue of 1951-52. The reader is requested to note that reference is made to 
Mr. Jose Ma. de Amusategui, president of the Philippine Shipowners Association, 
under whose direct supervision Philippine Shipping is published, as the one who 
first broached the subject of the urgent need of creating the maritime commission. 
The reader is likewise requested to note with particular attention the clear and 
definite tenor of the last paragraph of the reprinted editorial which urges the 
implementation of the plan to create the maritime commission in the quickest 
possible time. 

What caused the sudden reversal in the position of the official mouthpiece of the 
Philippine Shipowners Association? Is it really, truly, and honestly its desire to 
see the free and unhampered growth of Philip pine interisland shipping? Or 
is it its desire to have the present chaotie and confused situation remain as they 
are because in such conditions it believes its publishers will be better able to reduce 
competition and thereby make themselves supreme in the interisland trade? 

Commenting on the magazine’s editorial, Mr. Robert C. Furness, MSA mari- 
time specialist on loan to the Philippine Government as maritime consultant, 
says that ‘‘the editorial is in direct opposition to the declared position of the 
Philippine Shipowner rs Association in the past.”’ 

Mr. Furness says: ‘‘The editorial is replete with generalities and eee not 
based on the specifie provisions of the proposed act * * * It assumes that the 
interisland carriers are now functioning in peace and harmony and that the service 
is efficient and adequate. The fact of the matter is that the carriers themselves 
admit that rebating is extensively practiced and other cutthrout competitive 
practices are indulged in. The trade is anything but harmonious. Competition 
between the two rival shipowners associations is keen and bitter, often breadking 
out in the newspapers * * * 

Since the shipowners in Manila split into two groups in 1949, Philippine Ship- 
ping has repudiated all the good things it has been advocating for our local 
shipping industry. For example, in one of its numbers late in 1949, it took the 
stand that the local interisland trade was oversupplied with bottoms. Last year 
it reversed that position and ignoring what it said and advocated before the 
schism among Manila ship operators occurred denied the existence of overtonnage 
in the local trade 
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In 1949 it also urged that the government take steps to regulate coastwise 
traffic by fixing the route of every interisland vessel before permission to operate 
is granted to the operator as is done with land transportation. Last year it 
again turned about-face and opposed traffie regulation 

And recently Philippine Shipping came out with an editorial deploring the lack 
of interisland shipping tonnage while in an article in the same issue Mr. Jose 
Tapia, secretary of the Philippine Shipowners Association, contradicted what the 
editorial said, declaring that we have excessive tonnage. Tapia cited figures taken 
from Government sources to prove his point. 

There is a very old Philippine saying that runs thus: Stick to the truth and you 
will never get tied up in a knot of contradictions. 

The publishers and editors of Philippine Shipping should heed the injunction in 
that good ancient Philippine saying. 


Mr. Braprorp. In 1948 the president of the Philippine Shipowners 
Association—sponsors —expressed the views of his association favor- 
ing the creation of a Philippine Maritime Commission to regulate and 
control local interisland shipping. Since the split-off of the two pres- 
ent chartering companies into a rival association, and now that it is 
apparent that the control or ownership of the large United States 
vessels gives complete domination to their operators, the position of 
the rival Philippine Shipowners Association has completely changed 
and this association is now strenuously opposing the adoption of the 
Philippine Merchant Marine Act. 

Mr. Generoso F. Tanseco, president of the Filipino Shipowners 
Association—opponents—had planned to fly to Washington to testify 
at this hearing. The great pressure of business in the competitive 
price war how going on has forced him to remain with his own company 
and his association. In his absence I am authorized by the Filipino 
Shipowners Association—opponents—to state to the committee on 
his behalf the following: 


Because of their influence and power in certain high places within the Philippine 
Government both in Manila and in Washington, the two present charterers 
originally secured the bareboat charters of the only large vessels available. The 
proposed Senate Joint Resolution 72 continues this favoritism to two specific 
companies. All the other operating companies are ignored. 

The Filipino Shipowners Association—opponents— is informed that a copy of 
Senate Joint Resolution 72 was received by the Department of Foreign Affairs 
in Manila for comment one day and answered by cable from that department to 
the Washington Embassy the next day. The cable merely instructed the Embassy 
to comment favorably on the bill “just as we did last year.’ Last year’s bill 
provided for an extension of the charters, not a ship sales bill. This shows how 
little time and thought was given to the consideration of this major decision. 
The administration in Manila is presently engaged in a bitter election campaign 
and it will take time for the administration through the Philippine Congress, 
appropriate cabinet office, and the executive branch to properly and fairly review 
this controversy. These authorities have not even been requested to render a 
decision. 

It is the belief of the Filipino Shipowners Association—opponents—that 
unless all operators are allowed an equal opportunity to purchase, the Philippine 
Congress, Cabinet, and the executive branch of the Philippine Government should 
make the final decision concerning the disbursement of these ships on a sale. 
Our association believes in the inherent fairness of the American people and their 
representatives in the United States Congress. The United States Congress will 
not be responsible before the world for permitting only two companies to com- 
pletely monopolize the entire interisland trade in the Philippines. Our association 
has the dollar funds for the purchase of 6.C1-MAV1’s and is extremely interested 
in the acquisition of 6 of these large vessels. 


The Filipino Shipowners Association—opponents—recommends 
that the American Congress pass Senate Joint Resolution 72 with 
an amendment striking the preference clause in favor of the two 
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present charterers In lieu of this preierence clause, my opposing 
association requests that the amendment either establish 

(1) A system of competitive bidding or a method of allocation 
wherein all interisland operators in the Philippines are given an equal 
chance to purchase the six CI-MAV1’s, without preference, or 

2) In the alternative, new legislation authorizing the sale of at 
least six more CI-MAYVI1’s to the members of the Filipino Shipowners 
Association —opponents 

In that competitive bidding we realize it is most difficult to estab- 
lish a system of competitive bidding, as I will say in a moment, at 
figures of a statutory sales price. But we are willing to go this far, 
that a minimum sales price be established consonant with the previous 
statutory prices and open competitive bidding be indulged in. How 
can the United States Government lose under that type of offer? 

The United States Congress should not be placed in the position of 
designating which particular company in the Philippines shall receive 
these vessels. If there is to be any designation of a particular com- 
pany or of particular companies, this designation should be made 
by the Philippine Government. Therefore, in addition to the two 
alternative recommendations submitted above, our association sub- 
mits a third possible alternative: 

3) Amend Senate Joint Resolution 72 by striking the preference 
clause granting preference to the two present charterers, and inserting 
in lieu thereof the following, beginning on page 3, line 6: 


The Secretary of Commerce is hereby authorized and directed to sell to those 
citizens of the Republie of the Philippines who are approved and designated by 
the Government of the Republie of the Philippines, in accordance with the Mer- 


chant Ship Sales Act of 1946, anv or all of the eight vessels named here in, 


This procedure will lay the decision regarding the designation of the 
purchasing companies strictly where it belongs, in the lap of the 
Philippine Congress and the executive branch of the Government of 
the Republic of the Philippines, and not in the Congress of the United 
States. This is in accordance with the democratic principles of both 
countries rather than the hasty bureaucratic decision, based on favorit- 
ism in one day, which came solely from the Department of Foreign 
Affairs of the Philippine Government 

That was in rebuttal to the statement made that there was un- 
qualified approval from the Philippine Government. I might add 
that the executive branch of the Philippine Congress and the Secretary 
of Commerce in the Philippines did not even know it. 

This is a bitter election year in the Philippines. The decision made 
by this committee will reverberate throughout the length of the 
Philippine Islands and the Far East. Should this committee and this 
ae decide to grant preference to the two present charterers and 
enore all the other operators in the interisland trade, the United 
State s Government will be in the unusual position of being charged 
with denying the majority of small-business men in this industry a 
chance to engage in free competitive enterprise. The members of 
the Filipino Shipowners Association—opponents—are small-business 
men only in the sense that they operate smaller vessels which are the 
only type of vessels they have had a chance to purchase to date. 
They are not asking for preference, they are not requesting favoritism, 
they only ask an equal chance to engage in free competitive bidding, 
or a chance to purchase these vessels for United States dollars through 
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a fair svstem of allocation; or in the alternative, thev ask that the 
method of designation be placed in the hands of their own represen- 
tatives in the Philippine Congress, and the Philippme executive 
branch. Only in this way can these operators be granted an equal 
opportunity to buy these vessels, unless the United States Congress 
enacts new legislation, which would extend the Ship Sales Act, author- 
izing the sale to them of additional C1-MAV1’s. 

[t is understood informally from the Maritime Administration that 
approximately 100 CI-MAV1’s have been sold pursuant to the 
Merchant Ship Sales Act at a price of $693,862. My association 
proposes a 5-percent depreciation rate per year either from date of 
construction or for as long a period as possible. 

I might add that in informal discussion the Maritime Administra- 
tion did not favor the 5-percent depreciation from the date of 
construction. 

Senator Porrer. I imagine they did not. 

Mr. Braprorp. It would therefore be difficult to establish a system 
of competitive bidding in the face of a statutory sales price. Such 
a svstem of competitive bidding would necessitate an amendment to 
the Merchant Ship Sales Act of 1946—Public Law 321, 79th Congress. 
A system of allocation of the right to purchase divided between all 
operators in the Philippines, on a fair and equitable basis, would be 
a practical solution. ‘The allocation could be based upon several 
formulas, using the number of operators, routes to be covered, and 
the total tonnage of the United States vessels in comparison to the 
total interisland tonnage now being operated. 

The introduction of new legislation authorizing the sale of 6 
C1—MAVI1’s to the members of the Filipino Shipowners Association— 
opponents—in the event the Congress decides to sell the 8 vessels to 
the present charterers is the second alternative suggestion and from 
informal conferences with officials of the State Department and the 
Maritime Administration this may be a possible solution if the Con- 
gress desires to grant equity to all the interisland operators. In 
those informal conferences they said it is strictly up to Congress as 
a matter of new legislation. This new legislation would revive the 
Ship Sales Act for this specific purpose. In the preface of Senate 
Joint Resolution 72 it is stated that approximately 50 such vessels 
are now laid up in the United States reserve fleet and unless put 
into operation within the near future will become obsolete and unsal- 
able. Such an alternative would prevent loss of revenue to the 
United States Government and materially assist in the economic 
development of the Philippine Islands. 

In the event that the committee comes to the conclusion that the 
United States Congress should not become involved with a preference 
clause, or with a system of competitive bidding or allocation, and that 
it is not feasible to introduce new legislation authorizing the sale of 
additional CI-MAV1’s to the other operators comprising the Filipino 
Shipowners Association—opponents—then the only logical procedure 
is to place this controversy between the operators where it belongs 
in the hands of the Philippine Congress and the executive branch of 
the Philippine Government. 

The United States Congress granted the Philippines absolute 
political independence, but the Congress was unable to also give the 
Philippine Islands complete freedom from economic dependence upon 
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the United States. For example, the Philippines possess no shipyards 
capable of constructing vessels such as the CI-MAV1’s and the United 
States is one of the few sources where such vessels may be purchased. 
On the question of buying ships in Japan or elsewhere, that has been 
discussed several times by the operators in my association. They 

feel strongly on this point—I am no technical shipping expert by 
any means. They tell me that these CI-MAV1’s at this price are 
the ships they want and need as contradistinguished between anv 
Japanese ships—and when this group is willing to come up with 
somewhere near $3 million, they must mean it. 

There is a natural repugnance, and I am sure Mr. O’ Donnell 
aware of it, for anv Philippine businessman to get too close to Japan, 
Whether they have gone to any Scandinavian country, I do not know. 

The man on the street in the Philippines, usually referred to as 
‘Juan de la Cruz,” is slowly learning what it means to be a citizen 
of a soverign nation. ‘Juan de la Cruz’? wants the Government of 
the Philippine Republic to stand upon its own feet, and this entails 
making its own decisions concerning controversies between Filipino 
citizens. My association advises me that the cable sent to Washing- 
ton by the Philippine Department of Foreign Affairs amounts only 
to a spontaneous request to favor legislation simply because the 
subject matter appeared advantageous to the islands in general by 
keeping the ships in the Philippines. The impact of the preference 
clause could not and was not studied in the 1 day. This is not a 
decision from the Philippine Government regarding the controversy 
between the two rival associations. On the other hand, the Philippine 
Shipowners Association—sponsor—which is actually a minority group 
of two companies alined against all the other operators in the country, 
have devised a very clever procedure with the insertion of the ap- 
parently innocuous preference clause in Senate Joint Resolution 72, 
whereby the United States Congress is being asked to innoncently 
perform the dirty work of perpetuating the favoritism of a select few 
against all the rest of the operators in the islands. This procedure 
makes a farce out of the Independence Act, which gave the Republic 
of the Philippines its sovereignty. By the use of the preference 
clause, the United States Congress is being asked to legislate a purely 
local Philippine Islands controversy, wherein the United States 
Congress will point its finger at two selected companies and will in 
effect say: “You will control the interisland shipping of the Philippine 
Islands—the rights of all the other companies will be ignored ” 

It is a well-known fact that the spirit of nationalism has been on 
the rise since World War IT and ‘Juan de la Cruz” in the Philippines 
is no exception, The Filipino Shipowners Association—opponents- 
assumed their name primarily motivated by a feeling of pride for 
their new country and the new significance of the word “Filipino.” 
I know this feeling well as I have fought with and lived with the Fili- 
pino both during and after the war. This spirit has developed a new 
type of postwar Filipino businessman who wants an equal chance to 
stand on his own feet and compete in free enterprise, as distinguished 
from the old prewar system of large American and international in- 
terests perpetuating their favored position by reason of their long 
established relationships in Washington from whence originally sprang 
all authority and favor. 
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This type of relationship in Washington resulted in the original 
charter of all of the only United States vessels available to the two 
present ¢ ‘harterers, who maintained their prewar influence in Washing- 
ton. ‘To sell these vessels to the two present charterers exclusively 
will make the Filipino wonder if he must also establish and eontinu- 
ously maintain representation in Washington and above all will make 
him awaken to the danger and realization that despite independence 
the United States Congress in Washington, 7 vears after independence, 
can still legislate and regulate him out of business. If this sale is 
consummated on this preference basis, and “Juan de la Cruz’ raises 
his voice in complaint, the Department of Foreign Affairs in Manila 
will be able to lift pious hands and say ‘“‘ We didn’t do it, the United 
States Congress did it.” 

On this question of—which I will admit is none of my business and 
possibly none of our business, Mr. Chairman—whether or not the 
Philippine Government either approves or disapproves or has given 
its unqualified approval, | would even suggest to put that to a test 
the exact protocol and method of doing so is beyond me at the 
moment—through the proper channels of requesting the Philippine 
Government for its decision rather than what just occurred, as I have 
alleged, a 1-day cable. 

I have to admit there are some hectic days going on in Manila. 
For instance, the Secretary of Foreign Affairs himself was not there. 
He was over at the coronation. 

Senator Porrer. When is your election? 

Mr. Braprorp. September, sir. 

Mr. Martas. November. 

Mr. Braprorp. I know, but they will end up in September. We 
will have a new administration perhaps, or perhaps not. That is 
immaterial. But the former ambassador, who I am advised carried 
a copy of this bill with him, got to Manila and suddenly ceased being 
ambassador and became a candidate. 

I am merely alleging these facts to show that there was absolutely, 
to my knowledge and to the knowledge of my association no con- 
sideration of this bill. We are merely asking that if what was said 
amounts to an unqualified endorsement of this bill as written, which 
includes a preference clause, that through the authority of this Con- 
gress our State Department, through channels, be requested to inter- 
view or consult with the appropriate Philippine Government authori- 
ties to ask for a clarified decision on this thing. 

I think they want this Congress-to settle the question if they can. 
If it is laid in their laps, it will be done in an entirely different manner. 
That is our position. 

The preference clause is “meddling in other people’s affairs” 
exactly as defined by Senator Harley M. Kilgore of West Virginia 
in the extension of his remarks in the Senate, April 2, 1953. ~The 
complete text of his remarks, from the Congressional Record of 
April 2, is attached hereto and marked ‘Appendix A.’ Senator 
Kilgore alleged that a United States Government agency was meddling 
in the coming election in the islands by issuing a public statement on 
a purely domestic matter which gave the enemy Communists 
grounds to term it “the course of imperialist government powerful 
enough to tell a smaller ally what it must do and how it must be done.” 
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I would ask that the appendix be made a part of the record, Mr. 
Chairman. 

Senator Porrer. Without objection, it will be made a part of 
the record at this point. 

(The material referred to is as follows:) 


APPENDIX A 
From the Congressional Record of April 2, 1953] 
PHILIPPINE PoLitics 


(Extension of remarks of Hon. Harley M. Kilgore, of West Virginia, in the 
Senate of the United States, Thursday, April 2, 1953 


Mr. Kitcorr. Mr. President, I ask unanimous consent to have printed in 
the appendix of the Record an editorial on the Philippines which appeared in 
the Wall Street Journal of March 10, 1953. I believe that the matter with 
which this editorial is concerned is one which deserves to be brought to the 
attention of the Senate 

There being no objection, the editorial was ordered to be printed in the Record, 
as follows: 

There is an election coming up in the Philippines next November, and a United 
States aid agency is just where it ought not to be—right in the middle of it. 

We got there by way of a little report on land reform issued by the Mutual 
Security Agency. It may be that the Philippine Government is going about 
land reform slowly and perhaps too slowly to suit the agrarian reformers. It may 
be that the farm rentals are oppressive, that interest rates are exorbitant, and 
that the land tenure system is a feudal one. But when an election may hinge on 
the haste or the slowness with which these things come about, is it our place to 
tell another government what to do and how to do it? 

President Quirino, who says these things cannot come about as fast as many 
would like, took particular objection to a. little phrase hidden in the report written 
by Mr. Robert Hardy. This special little phrase warned that the United States 
might have to take direct, expensive, drastic action to save the Philippines from 
communism unless poverty and unrest among tenant farmers were alleviated. 
How? By land reform, of course; by the Philippine Government buying land 
and dividing it up among the farmers. 

President Quirino says that Mr. Hardy, who was a land-reform expert under 
General MacArthur, might know a lot about Japan but he doesn’t realize that the 
Philippines is different. Mr. Quirino points out that in Japan all that had to be 
done was to seize the Emperor’s lands and split them up—but that in his islands 
they must be bought and paid for first. 

And the Philippine Government just hasn’t got that kind of money. Doubtless 
here is where Mr. Magsaysay, the leading agrarian reformer and recently defense 
minister in the government, hopes that we will come in. 

Mr. Magsaysay seeks the nomination of the Nacionalista Party in opposition 
next November to Mr. Quirino, who heads the Liberal Party, and he will make 
great use of the MSA report on land reform in all the hundreds of islands that 
make up the Philippine archipelago if he should get the nomination. If he doesn’t 
get it, whoever does will make the same use of the document 

Compounding the misadventure of the report, Admiral Spruance, our Ambassa- 
dor to Mr. Quirino’s country, is reported by Mr. Homer Bigart, of the New York 
Herald Tribune, to be foursquare behind the MSA study. Doubtless neither 
Mr. Hardy nor Ambassador Spruance mean to be kingmakers even on a small 

ale, but that is what they may be thoroughly charged with in Communist 
propaganda 

Meddling in other people’s affairs is never a pretty business. When it lends 
ammunition t> the enemy, it is dangerous, for they make of it not just a report by 
economic planners but the course of an imperialist government powerful enough 
to tell a smaller ally what it must do and how it must be done 


Mr. Braprorp. It is respectfully submitted that this same Congress 
which received the accolade of the world for passing the Independence 
Act should not undo this great work and embellish the theory of 
economic dependence by enacting legislation continuing the old 
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prewar system of favoritism by edict and preference from Washington. 
Irrespective of the fact such such favoritism and preference has re- 
ceived the hasty and ill-considered approval of the Philippine Depart- 
ment of Foreign Affairs, such legislation is tantamount to interference 
in the internal affairs and private controversies between citizens of a 
sovereign nation, especially in the eyes of “Juan de la Cruz.” It is 
well to remember that in the present economic conflict the future of 
the Philippines will either belong to Luis Tarue and his Communist 
Hukbalahaps, or to ‘Juan de la Cruz’’ and his newly developed sense 
of business initiative. This initiative should be encouraged by every 
possible means to develop free enterprise on an equal basis, and not 
completely blocked by ‘favoritism for the always-favored,”’ which is 
reminiscent of the Colonial type of gove rmment from Washington. 

It is therefore respectfi illy submitted that the preference clause as 
presently written in S. J. 72 should be stricken, and in lieu thereof, the 
committee recommend legislation based upon 1 of the 3 alternate 
suggested amendments proposed herein. 

| have 1 or 2 comments, if | may make them, a Chairman. Mr. 
O’Donnell states, wherein he uses the phraseology, ‘available to 
citizens of the Philippine s,’ throughout, the act ial p irport indicates 
the inclusion of the word “certain,” that is, “available to certain 
citizens of the Philippines 

We claim that in the beginning—and this is important—the condi- 
tions that Mr. O’Donnell has alleged are certainly accurate. John 

| 


t t 
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should know, 1 anybody should Know, and they are completely 


curate. I simply state they pertaiu and apply to my people, who 
were just as poor, just as war-ravaged, just as upset as his two 


operators. Iam trying to include all. 

Throughout Mr. O’ Donnell’s statement we have the phraseology of 
interisland operators 

Senator Porrer. Did your clients have claims before the War 
Damage Commission? 

Mr. Braprorp. Yes, sir 
Senator Porrer. Do you ,know in what amount? 

Mr. Braprorpb. | know, for instance, of one claim, this \/ad7 igal 
claim—how much was that? It was up in the millions. 

Mr. O’Donnetu. Not for interisland ships; for deepwater vessels. 

Mr. Braprorp. There were two small ones. Not the Donna Elena 
That was a 10,000-ton vessel. 1 don’t want to try any case before the 
Commission with my good friend again. 

Suffice it to say, we agree with their statement that they are in an 
unusual position. I claim no particular preemptive rights are attached 
to the two present charterers by the mere reason of the fact that they 
in the beginning, through the procedure outline by my association, 
secured these charters. 

My people were just as poor. My people were paid smaller amounts 
in 1949, and were precluded. The phrase ‘too little and too late’’ 
pertains to my people. 

Senator Porrrer. I assume your association opposed the legislation 
provided for charter 

Mr. Braprorp. I will say they opposed it very poorly in the past. 
Several persons would either come here or send a cable to the embassy. 

Senator Porrer. Did you testify before the committee last year 
in opposition? 


» 
> 








34 SALE OF SHIPS TO PHILIPPINE CITIZENS 


Mr. Braprorp. I have never represented this association before 
the end of last year, when two of them went out of business. 

Senator Porrer. Did this controversy just develop? 

Mr. Braprorp. As far as my association is concerned, this fight, 
this economic warfare I am describing, did not come to a head until 
the latter part of last year, when two of my companies went out of 
business. They claim they were forced out of business. ‘The thing 
really got rough. Then, and only then, did they engage me, only 
at that time. 

Senator Porrer. The Phillippine Government has no regulations 
establishing rates to regulate the trade? 

Mr. Braprorp. I will put it this way, sir: By the honest admission 
of all officials concerned, there are no effective controls. They are 
trying, now, to adopt a Philippine Merchant Marine Act for just 
that purpose. I asked, informally, of the Maritime Administration, 
for some report officially, not the way I am presenting it here, although 
I claim that Mr. Furness has been prope rly quoted and it appeared 
in certain unbiased newspapers, but there has been nothing from 
Mr. Furness, who is a Maritime Administration expert in the islands 
I think he would be a very good source to get some direct, straight 
information from. 

Senator Porrer. Are there any questions? 

Mr. Drewry. I just wanted to straighten out the question about 
the preference clause. That is your particular objection? 

Mr. Braprorp. That is correct, Mr. Drewry. 

Drewry. The prefercree clause was one contained in the bill 
last year. 

Mr. Braprorp. In that Green bill. 

Mr. Drewry. S. 2514. 

Mr. Braprorp. As first written, I thought there was some clause 
are the two present charters, but that did not go through. 

. Drewry. It is not a brand new thing. 
Braprorp. No. We are not taken by surprise, if that is what 
you mean, 
Ir. Drewry. I did not, if I understood you correctly about getting 
the views of the Philippine State Department. 

Mr. Braprorp. That bil, if my memory serves me correctly, the 
Green bill, it was the opposition of American shipowners at that time, 
the American Shipping Association, that did not want to get into the 
sale of this thing, that stopped it cold. I did not go into it further 
than that. 

I understand the Philippine Government, and I am informed of this 
through my association, merely stated for comment, “favor the bill 
as written.” 

Senator Porrer. At that time, the bill also provided for deprecia- 
tion allowance? 

Mr. Braprorp. That is right, sir. There were several other ele- 
ments that were in that which are not in this one now. 

Mr. Drewry. My point is, this problem has been with us since 
1946. To the best of my knowledge, this is the first time that your 
association has appeared, either in connection with charters, or a 
purchase, is that not correct? 

Mr. Braprorp. I would say, as far as appearances go, that I do 
not think anyone has appeared on the extension of the charters, 
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because they were always informed, either by our own Government 
officials, informally, or by the Philippine Government officials, that 
the sale had no chance whatsoever. 

They always felt that sooner or later they would have a chance to 
either buy ships here, or later on, elsewhere. But, they wanted to 
buy them here. 

Senator Porrer. Have your people ever applied for charter? 

Mr. Braprorp. Not in the beginning. a was some corres- 
pondence in the file in 1948 with reference to a gentleman who flew 
here—all this is before my time—and had sever: al informal confe ‘rences 
concerning rates, amounts, and so forth. He claimed, this was in 
his notes, that he could not get in the door, that oe would not 
talk to him. He claims, and 1 keep hating to say this, that he didn’t 
know the right people. 

Senator Porrer. Something a little difficult for me to understand 
is this: If the present Philippine Government recommended this 
legislation—1I think your third alternative proposal is that you turn 
the ships over to the Government, let the Philippine Government 

Mr. Braprorp. No, sir. This is not a government-to-government 
sale. Permit the designation to be made. 

Senator PorTeR. Permit the designation by the Philippine Govern- 
ment as to who shall purchase the ships 

Mr. Braprorp. Right, s 

Senator Porrer. Do you think you have a better chance that way, 
or do you expect a change in government? 

Mr. Braprorp. I will bet you every one of the $4 million tl 
have that they will have a change. 

Senator Porrer. | have no further questions. At this time, 
before we hear Mr. Bailey, if it is agreeable, Mr. Drewry, will you read 
the statement from the Department of State 

Mr. Drewry. Yes, sir, Mr. Chairman. This is a letter of May 29, 
1953, addressed to Senator Tobey, chairman of the Committee on 
Interstate and Foreign Commerce, from the Department of State, 
relative to Senate Joint Resolution 72: 

My Dear Senator Torey: Reference is made to your letier of April 28, 1953, 
and to the Department’s acknowledgment thereof, dated April 30, 1953, re- 
garding Senate Joint Resolution 72, to authorize the Secretary of Commerce to 


sell certain vessels to citizens of the Republic of the Philippines; to provide for 
the rehabilitation of the interisland commerce of the Philippines, and for other 
purposes. It is noted that Senate Joint Resolution 72 supersedes Senate Joint 


tesolution 68, which was the subject of your letter of April 15, 1953, and that 
no reply to that letter will be necessary. 

Senate Joint Resolution 72 prov s authorization for t! ile of cight specified 
vessels to Philippine interests. T he eight vessels referred to in the joint resolution 
are owned by the Government of the United States, and hoe been under charter 
to Philippine companies since 1946, and have been continuously operated in the 
Philippine interisland trade. These charters were originally entered into by the 
United States Maritime Commission in accordance with section 306 (a) of Public 
Law 370, 79th Congress. ‘The authority for the present charters expires on June 
30, 1953. 

The Department strongly supports the enactment of legislation necessary to 
assure the continuance of these vessels in the Philippine interisland trade. This 
support has been given on a number of occasions in the past, and has been based 
on the fact that virtually all vessels which previously had been operated in the 
interisland trade were destroyed during the war and the eight vessels were, there- 
fore, important to the restoration of the normal economy and trade of the Philip- 
pines. 

It is the Department’s understanding that these vessels play a major role in the 
interisland trade, and that their withdrawal would have unfortunate results. 
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ports and districts that produce hemp, lumber, copra, sugar, manganese, chrome, 
etc., Most of which is necessary to our rearmament.”’ 

The House Subeommittee on Foreign Affairs likewise recommended the advisa 
bility of selling these vessels to Philippine shipowners, statir 

“The subcommittee recommends that careful considerat be given to the 
advisability of selling the vessels now under charter to owners who would continue 
them in Philippine inter island service.” 
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for operating these vessels in the same period the total amo 


ees 
of $2,297,000 The result of these unequal arrangements is self-evident; other 
foreign ship operators have acquired 55 percent equity on their 1 } 1 vesse 
whereas Filipino ship operators have acquired none on their chartered vessels 


His Excellency’s attention is further invited to the fact that t 
by Philippine ship operators from the Philippine War Dar 





the loss of their ships during the war was only a small per 

For instance, the Compania Maritima, which operates 6 of the 

received, in war damage payments, a total of only $760,000 as 

$2,735,000 for its 12 ships lost. It is estimated that those v 

a total amount in excess of $10 million to replace them. It 

that, in the case of Compania Maritima, a Filipino shipping operator, it receiv 
war damage payments for its lost ships to the extent of only 27 percent of it 


claims and 8 percent of the amount required for replacement. The price of the 
6 vessels under charter to Compania Maritima, as fixed by Congress, amounts to 
$3,713,082, or nearly 5 times the war damage payments it 1 ved for the 12 shi 
it lost in the war. 

In the light of the foregoing facts and circumstances, the proposed legisls 
Senate Joint Resolution 72, offers a remedy, at least in part, for the unintentional 
inequitable treatment of Philippine ship operators under the Me 
Sales Act of reinstating their eligibility to purchase the vessels already under 
charter to them, and provides a “relief to Philippine interisiand shipowners whose 
ships were lost by enemy action while serving under United Stat military 
orders,”’ thus setting in motion one more means of fulfilling the intent of Congress 
in passing Public Law 370 by restoring ‘‘as rapidly as possible the normal economy 
and trade of the Philippines.”’ 
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lo a country like the Philippines with its over 7,000 islands, the interisland 
vstem constitutes the arteries of its commerce and trade and pro- 
f communication and passage for the population, as well as 








\ ( Trie 
iors ovement to nonpopulated areas. Ninety-nine percent of 
ts of the Philippines enter through three principal ports, whence they 
{1 throughout the rest of the islands by means of the interisland 
e! bi five percent of Philippine exports are first collected 
il vats fro outiv! islands and pla ed at four ports of exit for ship- 
The Senate Committee on Interstate and Foreign Commerce 
erve that Che interisland services in the Philippines must be 
to our railroad rather than be compared with the general conception 
te f the Philippines are islands.” 
p erisland p ystem is indeed a vital segment of the 
I \ ver, as the Interstate and Foreign Com- 
( ittee pointed out, “Interisland shipping in the Philippines is im- 
econon f the United States by serving the ports and districts 
{ p, lumber, copra, sugar, manganese, chrome, etc., most of 
\ ) ir real ument.”’ 

tandpoint, the Philippines, being an archipelago stretching 
panse of 1,000 miles from north to south, requires an efficient system of 
ind communication to link the chain of islands into one operating and 
ed uni {he Philippine interisland shipping system is, therefore, an 
il factor in the mutual urity of the Philippines and the United States, 

8 wed in the Mutual Security lreaty signed in December 1951. 
t ective of the proposed le islation, Senate Joint Resolution 72, 
i onance With the intent of Congress in rendering assistance to the Philip- 
iba mv with the glo al policy of the [ nited States of helping friendly 
ut s to improve their social and economic conditions so that they can better 

( 1ds I ( I l 

e rea . | above, the Philippine Government endorses and supports 
t D 1 slation, Senate Joint Resolution 72 Since the present charters 
n June 30, 1953, it is obviously desirable that this legislation be acted upon 


that date, preferably before May 30, 1953 The chargé d'affaires would, 
xcellency could see his way clear to lending his 
iat Senate Joint Resolution 72 could be enacted 


fore, be rateful if His 





Senator Porrer. We have other departmental reports which, with- 
out objection, we will submit for the record at this time. We have a 
report by the Department of Commerce. 

I‘ statement referred to 1s as follows:) 


THe SECRETARY OF COMMERCE, 
Washington, June 2, 19538. 


-- 
i CHARLES W. ToBEy, 
Ch in, Co tice on Interstate and Foreign Commerce, 
te t sen , Washington, D. ¢ 
DEAR NATOR ToBny: This letter is in reply to your request of April 28, 1953, 


of this Department with respect to Senate Joint Resolution 72, a 


resolution to authorize the Seeretarv of Commerce to sell certain vessels 
ns of the Republic of the Philippines; to provide for the rehabilitation 

t lar yen] e of the Philippines, and for other purposes. 
Che joint resolution would authorize and direct the Secretary of Commerce to 
ll, in accordance with the Merchant Ship Sales Act of 1946 (notwithstanding 
Inco! tent provisions of law), to citizens of the Republic of the Philippines, any 
r all of eight named vessels at present in the Philippines. First preference 





between applicants for purchase of the vessels would be given to applicants who 
are charterers of such vessels at the time of application, and second preference 


would be given to applicants who suffereed losses of interisland tonnage in the 
interests of allied war effort. Applications must be received by the Secretary of 
Commerce within 90 days after the date of enactment of the measure. 

he vessels named in the joint resolutions are presently under charter to 


‘itizens of the Republic of the Philippines lhe vessels under charter and named 
in the measure include 6 C1-MAV1I-type and 2 N3-type vessels. The selling 


; 
i 
price of those vessels under the Merchant Ship Sales Act of 1946, as amended, 
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was: CI-MAV1, $693,862; N3, $468,817. These prices are subject to adjust- 
ment for the presence of desirable features, but not otherwise, since they repre- 
sent the floor price of the vessels, below which the price may not be adjusted 

The Department does not believe that the authority to sell war-built vessels, 
which expired on January 15, 1951, with respect to sales to American citizens, 
and on March 1, 1948, with respect to sales to noncitizens, should be reopened 
generally If, however, the Congress believes that, in view of the particular 
situation respecting the Republic of the Philippines and the circumstances in 
connection with the chartering of the vessels in question, the sale of vessels of 
the chartered type is desirable, the Department would have no objection Our 
experience, including that under the Merchant Ship Sales Act of 1946, has in- 
dicated that vessels of these types are generally regarded as surplus in the long- 
range requirements of the American merchant marine 

The employment of these vessels in the interisland commerce of the Pepublic 
of the Philippines has certain advantages to the commerce of the United States 
by reason of their service to United States-flag services between the United States 
and the Philippines. Because of the size, age, and cruising radius, it does not 
appear that the ships would be really competitive with privately owned United 
States-flag ships in essential foreign trade routes of the United States. Being sold 
to Philippine citizens, the vessels would not be eligible for use in the coastwise 
trades of the United States. 

The joint resolution makes the sale of vessels thereunder subject to the provi- 
sions of the Merchant Ship Sales Act of 1946. Certain requirements and policies 
in connection with sales under that act to noncitizens should be particularly 
noted. Section 6 of that act contains the provisions relating to sale of war-built 
vessels to noncitizens. In the administration of that section, the former Mari- 
time Commission, with few exceptions, followed the practice of requiring, in cases 
of sales to noncitizens involving deferred payments of the purchase price, the 
guaranty of the government of the purchaser, unless the sale was to the govern- 
ment. There appears to be no reason why this requirement would not be followed 
under the measure. 

Ships sold under the Merchant Ship Sales Act of 1946 were not limited as to 
their employment. However, the original purpose of making tonnage available 
under the Philippine Rehabilitation Act of 1946 was to aid in the rehabilitation 
of the Philippine Islands. The current proposal for sale does not contain any 
provision, as earlier proposals did, limiting employment to the Philippine inter- 
island commerce for a specified period of years except with the prior approval of 
the Secretary of Commerce It is believed that, in accord with the original 
purpose of the Philippine Rehabilitation Act, the chartered vessels should be sold 
for use only in the interisland trade of the Philippines. Therefore, favorable 
consideration should not be given to the resolution unless it is amended by insert- 
ing a provision to the effect that ‘‘Except with the prior approval of the Secretary 
of Commerce, any vessel sold under this joint resolution shall, for a period of 10 
years from the date of sale of the vessel, be operated only in the interisland com- 
merce of the Philippines.” 

The measure contains a provision authorizing the chartered 
tinued in operation in the Philippines under existing charters until such time as 
agreements of sale are executed and vessels are delivered While applications 
for purchase must be received by the Secretary of Commerce within a period of 
90 days following enactment of this measure, it appears possible that in the event 


vessels to be con- 











of a failure to sell any one of the vessels such unsold vessel or vessels would con- 
tinue under charter indefinitely. Some provision should be included in the 
measure to clarify the situation in the event of absence of applications to b 

under the measure, or in the event that an application is not carried through for 
any reason. In addition, a provision should be included to limit the period in 


which sale of the vessel, if approved, may be consummated 


While the clauses of the preamble are not part of the measure, certain clauses 
are argumentative in character, particularly the ones referring to the United 
States reserve fleet, the demand for laid-up vessels, and recital of circumstances 
relating to prospective purchasers. In the event that the preamble is not stricken 


from the joint resolution, as is frequently done upon the enactment of a joint 
resolution, it is recommended that these clauses be stricken from the preamble 
For instance, while it is true that few of the vessels in question were purchased 
by citizens of the United States at the time they were available for purchase, no 
real appraisal of current demand can be predicated at a time when there is no 
authority to sell any of these vessels out of the national reserve fleet 
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In connection with the preference for purchase by charterers, it may be said 
that such a provision appears reasonable in view of the history of the charters 
now outstanding and their suecessive extensions, and in view of the favoral 


financial return to the United States from the charter operations 








here is attached a statistical statement which sets out charter-hire receipts 
under the charters and the sal price of the vessels In question subject Oo! vt 
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Senator Porrer. We have a report from the Department of the 
Treasury, which will be inserted in the record at this point. 
The document referred to is as follows:) 


5 


iy Dear Mr. CuarrMan: Reference is made to your request for the views of 
he Treasury Department on Senate Joint Resolution 72, to authorize the Secre- 
tary of Commerce to sell certain vessels to citizens of the Republic of the Philip- 





pines: to provide for the rehabilitation of the interisland commerce of the 
Philippines, and for other purposes Your request states that Senate Joint 
Resolution 72 supersedes Senate Joint Resolution 68 
Che bill would authorize the Secretary of Commerce to sell to citizens of the 
Republic of the Philippines any 1 or all of 8 vessels which are presently 
being operated by citizens of the Philippines under charters authorized by section 
06 (a) of the Philippine Rehabilitation Act of 1946, and extended under authority 
of the i t resolution of April 30, 1952 (Publie Law 327, 82d Cong It is the 
rsta , f +} lreasurv that the Department of Commerce will present 
of ‘ ecut branch on this oO vour committee 
\ tt VOUT 
Evpert P. Turrre, 
General Counsel 
Senator PorTret Wi niso have 2 vire from George W. Morgan. 
resident, Association ol (merican shipowners lt will be inserte d 
{ ord 1S pont 
he telegram referred to is as follows 
{ ! \\ | 
Con n Ir ( , 
St 
\ ( I , Do not sh to testif 
ap ute ‘ ar { I ews in a letter for inclusion 
GreoraE W. Moraan. 
f Ame 1 Shipowners 
Senator Por Wi lso have a letter dated May 18, from Mr. 


a 
Morgan and one from Mr. Nunn dated June 12, 1953. Without 
objection, they \\ 1] Te made a part of the record. 


my } c Patt 
ine letters reterred to are as rollows: ) 








My D \ mR TORBY It was ry vod of vou to advise me of the forth 
irings on Senate Joint Resolution 72 While I do not wish to ask for 
ard, | vild appreciate if yv« vould have this letter, expre g 
ol i of on, Ine t e¢ ord 
( f la ! and important princi f the Merchant Ship Sales Act of 
194e at war t ships should remain on sale for a specified period of time, 
i eaft the Go nl vO cease to b i SF in the market, 
s from sale, and would place them in reserve for use only 
cy 
I nt’s assurance that it would withdraw its huge surplus from the 
larke is al portant msiderati in the minds of American citizens who 
| ps der ict If the Gove ment had remained in the market as 
ist pplv of ships would | lepressed substantially the value of 
1 investe 1 capital represented thereby 
\W these thoughts in mind, this association believes it is a matter of great 
mportance that t Government should not now break faith with those of its 
izens to whom it sold ships. Those now wishing to buy ships should purchase 
them from private owners in the private market 


[t would seem that sufficient time has passed since the end of World War II for 
the Philippine Government or for Philippine shipowners to acquire by construction 


or by purchase in the private market the ships that are necessary for the inter- 
island trades But if for any reason an additional period of time seems justified, 
then t sa . 


on recommends a further, but final, extension for 1 year of the 





GEORGE W. Moraan, President. 
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DEPARTMENT OF THE Navy, 
Orric® OF THE JUDGE ADVOCATE GENERAL, 
Washington 25, D. C., June 12, 1953 
Hon. CHar.es W. Tosey, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C 
My Dear Mr, CuHarrMan: Your request for comment on the resolution (S. J 
Res. 72) to authorize the Secretary of Commerce to sell certain vessels to citizens 
of the Republic of the Philippines; to provide for the rehabilitation of the inter- 
island commerce of the Philippines, and for other purposes, has been assigned to 
this Department by the Secretary of Defense for the preparation of a report thereon 
expressing the views of the Department of Defense 
The purpose of this measure is to authorize and direct the Secretary of Commerce 
to sell to citizens of the Republie of the Philippines any or all eight named small 
merchant vessels 
The vessels mentioned in the resolution are currently chartered by the United 


States to certain Philippine citizens fhe authority to so charter these vessels 
expires on June 30, 1953 Lo avoid the cost of returning these vessels to the 


Reserve maritime fleet it is proposed they be sold to citizens of the Philippines 


who are charterers of the vessels at the time application to purchase is made under 





the proposed act. Second preference would be given to applicants who suffered 
losses of interisland tonnage in the interest of the allied war effort The resolution 
would also continue chartering authority until such time as vessels are sold 

These vessels are not re juired bv the United States Na\ vy for conversion to 
naval auxiliaries. There is a requirement, upon mobilization, for cargo ships 
in exeess of shipping now under effective United States control. The ships in- 
volved here are, however, of small size and slow speed, and it is considered that 
their proposed ownershil and operation by citizens of a friendly government 
would not be detrimental to the defense effort 

In view of the foregoing, the Department of the Navy, on behalf of the Depart- 
ment of Defense, interposes no objection to the enactment of Senate Joint Resolu- 
tion 72. 


his report has been coordinated within the Department of Defense in accord- 


‘ 

ance with procedures prescribed by the Secretary of Defense 
The Department of the Navv has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on Senate Joint Resolu- 
tion 72 to the Congress 
) 

Ina H. Nunn, 
Rear Admiral, United States Navy, 
Judge Advocate General of the Navy 

(For the Secretary of the Navy). 


Senator Porrer. Mr. Bailey, you may proceed 


STATEMENT OF FRAZER A. BAILEY, PRESIDENT, NATIONAL 
FEDERATION OF AMERICAN SHIPPING, INC, 


Mr. Baityy. My name is Frazer A. Bailey. I am president of the 
National Federation of American Shipping, Inc., an industry organi- 
zation representing a majority of all deep-water American-flag ship- 
ping. At the inception, | would like to say that 1 did not realize we 
were running into the controversy between our Philippine friends. 
However, I came here this morning to present for your consideration 
the views and the position of the American shipowners. I do not see 
that we are involved in this other matter. 

1 am appearing before your committee in connection with Senate 
Joint Resolution 72, which would authorize the Secretary of Com- 
merce, notwithstanding the provisions of section 14 of the Merchant 
Ship Sales Act of 1946 or anv other provision of law, to sell certain 
vessels, which have been chartered under the Philippine Rehabilita- 
tion Act of 1946, to citizens of the Republic of the Philippines m 
accordance with the Merchant Ship Sales Act of 1946 
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The first preference for the purchase of such vessels would be given 
to applicants who are charterers at the time of making application to 
purchase under the terms of this act; the second preference would be 
to applicants who suffered losses of “interisland tonnage” in the 
interest of the Allied war effort. That is what the resolution states 

The vessels presently under charter to the citizens of the Republic 
of the Philippines are surplus war-built vessels. Six of them are of 
the CI-MAV1-type, having a deadweight tonnage of 5,010 per vessel ; 
an overall length of approximately 340 feet; and a speed of 10% knots 
‘Two of them are of the N3-S—Al-type, having a deadweight tonnage 
of 2.900 per vessel: an overall leneth of approximately 259 feet: and a 
speed of 11 knots 

The American shipowners which we represent are not opposed to 
Senate Joint Resolution 72 under certain conditions, which we will 
later enumerate. In order to clarify the views of our members, and 
in justification of the position which they take, a brief review of the 
ship sales legislation for surplus war-built vessels of World War II 
appears to be necessary 

At the end of World War II, and after protracted study and debate, 
the Congress enacted the Merchant Ship Sales Act of 1946, which was 
designed for the disposal of surplus war-built vessels. The terms of 
the Ship Sales Act are well known to this committee, so we will 
mention only a few of the highlights 

|. Surplus war-built vessels were priced under a formula set by the 
Congress to recover for the Government as much of this expenditure 
as possible, but at the same time sufficiently low to attract purchasers 
Less than half of the fleet was sold. 

2. Vessels were available to American and foreign buyers on exactly 
the same terms and conditions, except that American buvers had first 
preference of selection 

3. In order to attract buyers, the Government originally agreed, 
and that is in the original act, that the offering of these war-built 
vessels should be limited to a period of 22 months, and thereafter the 
residue of unsold vessels would be removed from the market and 
placed in a national defense reserve fleet. The vessels would not be 
offered for sale thereafter. 

+. American buyers purchased 821 ships for approximately $800 
million Foreign purchasers bought 1,113 ships for $923 million, or 
a total of 1,934 ships for over $1,700 million. 

5. Due to the slow recovery from the effects of World War II, and 
the continued demand for relief and rehabilitation in various parts of 
the world, the Congress extended the period for the sale of these vessels 
from 22 to 24 months in the case of sales to noncitizens, and to 58 
months for sales to citizens. 

6. The proceeds from these sales, together with the proceeds of 
charters during the interim period, returned to the United States 
Government an aggregate of almost $2,200 million, or 48 percent of 
the peak wartime cost of constructing these ships. This was the 
highest return from the sale of any surplus war materials with which 
we are familiar. The percentage returned from surplus war materials 
in general by the War Assets Administration was 27 percent of cost, 
and the net return from the sale of surplus airplanes was 12 percent. 

We submit to this committee that the United States Government 
in effect made a contract with these purchasers that the remaining 
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vessels would not hang as a continuing threat over the market as 
possible competitors, or jeopardize the value of the vessels which they 
purchased. The period for such sale to American buyers was extended 
almost three times the original period. We suggest that it would be 
manifestly unfair for the Government to reopen the Ship Sales Act 
in order to sell additional vessels in conflict with the assurances to 
the contrary contained therein. Any such reopening of the act, even 
for the sale of only eight vessels would cause apprehension among prior 
purchasers and in the ship market generally as to the precedent which 
would be set. It would have a depressing effect upon the value of 
vessels previously purchased under the terms of the act. We under- 
stand the present resolution, Senate Joint Resolution 72, is a separate 
piece of legislation for the sale of the particular vessels upon the terms 
and conditions which are embodied in the Merchant Ship Sales Aet 
of 1946, but is not an amendment or reopening of that act, the author- 
itv to sell thereunder having expired. 

It has now been almost 6 years since this offering of surplus war- 
built vessels was first made. We submit that it will not be possible 
for the United States to build a modern, speedy, and efficient merchant 
marine, equal to its commercial and national defense requirements, 
if it constantly maintains a bargain counter where war-built vessels 
are offered at prices which are cheap in comparison with present-day 
values. 

We are sure the committee will agree that the Government and the 
Congress should firmly maintain the sanctity of contracts which they 
entered into in effect when they previously sold vessels under the 
terms of the original legislation. The shipowners we represent find 
it possible not to oppose this legislation because of the protective 
conditions and amendments which we propose. 

While we are not endorsing or approving the sale of the vessels, we 
will not oppose such a sale if the legislation makes it perfectly clear 
that: 

(a) such sales are subject to all of the terms and conditions of the 
Merchant Ship Sales Act of 1946 and that no vessels may be pur- 
chased thereunder on terms more favorable to the buyer; and 

(b) that the trading privileges of the vessels are permanently re- 
stricted to the interisland commerce of the Philippines. 

We believe that the phrase ‘in accordance with the Merchant Ship 
Sales Act of 1946” is intended so make the sale subject to all of the 
terms and conditions of such act. However, we prefer that there not 
be any ambiguity or uncertainty in this respect, and suggest that the 
phrase be modified to read ‘“‘on the same terms and conditions as those 
contained in the Merchant Ship Sales Act of 1946.” 

That may be excessive caution, Mr. Chairman, but we did not want 
ambiguity. 

Senator Porrger. That was the intention, that it would be in accord- 
ance with all the provisions? 

Mr. Bariey. I am quite sure that is right. Regarding trading 
restriction, may we say that the vessels, while not generally of the 
type used in foreign commerce, are entirely qualified to enter into 
competition against American-flag vessels for the carriage of cargo 
in very substantial trading areas. We do not believe that the burden 
of American-flag operators from a competitive standpoint should be 
further increased. If the sale of these vessels upon these favorable 
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terms is to be permitted, at this late date, notwithstanding assurances 
contained in the original act, we believe it is equitable that they be 
permanently limited by trading restrictions, running with the title, 
to operation in the trade in which they are now engaged—the inter- 
island commerce of the Philippines. We respectfully suggest that 
this can be accomplished by adding a paragraph to the joint resolu- 
tion as follows: 

The contracts, agreements, and mortgages entered into for the sale of the 
vessels shall contain provisions requiring that such vessels be operated only in 
the interisland commerce in the Philippines. The provisions shall run with the 
title to such vessel or vessels and be binding on all owners thereof. 

There is a provision in the charters that restrict these vessels to 
the Philippine interisland commerce. And since these vessels have 
been in the Philippines, that is the only trade they have been engaged 
in. We are merely suggesting that they continue. 

The provision for running with the title is the same provision that is 
in section 802 of the act, where the Government has the right to 
reacquire ships on more favorable terms. That runs with the title 
and is binding on subsequent purchasers of the vessel. 

A provision restricting the trading privileges of these vessels is 
contained in the present charters and is presently applicable to the 
prospective purchasers. We therefore feel that the insertion of such 
a clause in language properly applicable to a sales transaction would 
not be unfair to the purchasers, and is a necessary protection to the 
privately owned American-flag shipping, a substantial portion of 
which was purchased under the terms of the original act. 

I would like to add in behalf of the people | represent that in the 
event it later developed that there was a hardship upon these vessels 
due to their trading restrictions, they would be willing to sympatheti- 
cally consider a modification of the trading restrictions as long as it 
limited them to the coastal areas of the domestic service of particular 
countries. 

Senator Porrer. Would you object to the qualification of giving 
discretionary power to the Secretary of Commerce? 

Mr. Batmey. Yes. I would like to comment on some of Mr. 
Clark’s testimony, if may. Iwas not aware of it until I arrived here 
this morning. 

Mr. Clark testified that there should be a period of 10 years from 
the date of the sale of the vessel, except with the prior approval of the 
Secretary of Commerce. In the first instance, we would be opposed 
to the 10-year period. 

Senator Porrer. You believe in the life of the ship? 

Mr. Baritey. Yes. If we begin now to change periods of restric- 
tions, we are going to get ourselves into complications with the terms 
of the Ship Sales Act. It is our feeling there should be a flat restric- 
tion, and that in the event a hardship develops these gentlemen can 
apply for relief, and we would not be one to oppose a reasonable 
relief under those conditions, provided it did not impose a hardship 
upon the American ships. 

May I say, Mr. Chairman, there are other proposals of a similar 
nature in the making. The State Department has proposals for two 
other countries who will wish to buy ships of these types. 

Senator Porrer. That are presently now under charter? 
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Mr. Bartey. They are not under charter; they are in the reserve 
fleet. They will come forward with proposals, and the purchasers 
have agreed, according to information received by us from State, 
that the vessels will be permanently restricted to the coastal areas of 
the countries which will buy those ships. We do not want to set a 
bad precedent in this instance. We do not think it is necessary 
because of the fact that if a hardship develops it can be taken care of 
if and when it does. They have been operating in those trades now 
for these many years. They have not been out of the trade and they 
are presently restricted under their charters. 

We would be opposed to giving to any executive department the 
privilege of lifting the trade restriction, which is in effect what Mr. 
Clark proposes. 

With respect to the variation in interest, we do not favor that. 
The terms of the ship sales bill says that the interest rate shall be 
3% percent on payments., We are not in favor of varying from the 
ship sales terms, either to advance the interest or decrease it. 

Senator Porrrr. In other words you don’t want to set a precedent? 

Mr. Battery. No, we think we should stay with it exactly as it is. 
There was some reference to the charter, the very substantial charter 
which has been paid on these vessels. As I pointed out a moment 
ago, other American purchasers of war-built vessels paid very sub- 
stantial charters. No credit was given them against the purchase 
terms of the Ship Sales Act which had previously been paid. There 
is no provision in this proposed bill to cover that. 

Senator Porrer. Thank you kindly, Mr. Bailey. 

Mr. Bartey. Thank you very much, Mr. Chairman. 

Senator Porrer. If there is no other testimony to be presented, 
the committee will be adjourned. 

Mr. Martas. May I, before you adjourn, ask through you of Mr. 
Bailey, just what relief we would get, where we would approach that 
relief if we found hardships? ) 

Senator Porrer. I assume that Mr. Bailey meant through con- 
gressional action. 

Mr. Battey. That would be our view. 

Mr. Martas. The point is we are buying the ships now, if we buy 
them, at the original price, we will say, after 5 years or 8 years. 
Then for normal amortization we have shortened the period of amor- 
tization over which we have to pay off the ships and then junk them. 

I was wondering if Mr. Bailey wouldn’t propose something a little 
less hard. We don’t mind the restriction, but we would like the 
remedy proposed made a little easier. 

Mr. Bariuey. If it works a hardship upon you, and you come 
forward with a proposal of your own making, we wouldn’t feel quali- 
fied to make a proposal for your relief, if you find it is working a 
hardship and you come forward with it, we would be very sympa- 
thetic to shipowners who were in difficulty, provided it does not 
work a hardship upon us. 

Mr. Marrias. We don’t want to work a hardship on anyone, 
including our own people. We do feel that some of the departments 
of Government would be properly qualified to adjudicate it. 

Mr. Barter. We would not like to see that authority delegated to 
any of the executive departments. 
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Mr. Marras. How badly would you not like it? 

Mr. Bartey. Not like it badly enough to oppose it. 

Mr. O’Donnetu. May I make an observation? 

Senator Porrer. I will tell you what would I appreciate your 
doing. If any one of you has any rebuttal statement that you 
would like to make, I wish you would get it to us sometime this 
afternoon. 

Mr. O’Donnetu. Thank you. 

Senator Porrer. The committee is adjourned. 

(Whereupon, at 12:17 p. m., the subcommittee adjourned.) 

(The additional statements referred to are as follows:) 


ResurtaL to Testimony or Loweut J. Braprorp, CouNSEL ON BEHALF OF 
tHE FiLIPINO SHIPOWNERS AssOcIATION, BEFORE COMMITTEE ON INTERSTATE 
AND FOREIGN COMMERCE OF THE UNITED STATES SENATE 


In reply to the allegations contained in the testimony and statement of Lowell 
J. Bradford, counsel for the Filipino Shipowners Association we state that we 
are shocked by what is to us unquestionably an indictment of the United States 
Government and the 50 years of blood, sweat, and tears the United States has 
expended in the islands as well as an indictment of the present administration in 
the Republie of the Philippines, the show place of democracy in the Far East 
1 the only Christian nation in that part of the world 
There are many allegations and charges made by Mr. Bradford that by innuendo 
question the honesty and integrity of all concerned, including the Governments of 
the United States and the Republie of the Philippines, and which we feel are so 
irresponsible as to be beneath our dignity to comment upon. We feel certain that 
the Members of the Congress of the United States, many of whom have had long 
associations with the Philippines will penetrate Mr. Bradford’s obvious attempt 
to confound and confuse and will feel equally resentful 

We are reliably informed that representatives of the Filipino Shipowners 
Association protesting certain features of the subject legislation before the various 
and sundry agencies of the Philippine Government charged with the administra- 
tion of maritime and foreign affairs were given full and complete hearings, never- 
theless and notwithstanding the Government of the Republic of the Philippines 
through its duly constituted Ambassador in Washington unqualifiedly endorsed 


the prot UM d legislation 

Specifical| attorney Bradford errs in saying that the Philippine Shipowners 
Association is composed of the Everett Steamship Co. and the Fernandez brothers, 
operating as the Compania Maritima he truth is that it is composed of the 


Philippine Steam Navigation Co, and the Compania Maritima. 

The statement, blatantly made, that a monopoly exists between the present 
charterers for the purpose of driving out small operators is wholly incorrect and 
thus unwarranted since they are operating today approximately the same amount 
of tonnage they operated before the war. 

The statement that two of the members of the Philippine Shipowners As- 
sociation were recently forced out of business, namely, the Manila Steamship 
Co. and the De La Rama Steamship Co. is wholly incorrect since neither were 
ever members of attorney Bradford’s association and it so happens that both 
voluntarily retired from the interisland shipping operations 

Of the members of the Filipino Shipowners Association set forth in Attorney 
Bradford’s statement, only two operated prewar, namely, the Madrigal Shipping 
Co. and the Rio Y Compania as recorded by the insular clerk, custom records, 
custom bureau of the Philippine Islands (1940). 

The business rivalry in the interisland trade is not between the associations, 
as is alleged, but is a competitive situation between interisland operators. 

In regard to Mr. Bradford’s attack on the preference features of the subject 
legislation, the fact of the matter is that with the cessation of hostilities in the 
Philippines, vessels were tendered on a ton-for-ton basis to prewar operators who 
could qualify financially and otherwise. In several cases these charters were 
declined; included in this category is the Madrigal Shipping Co. In other cases, 
such as the Manila Steamship Co., charters were entered into and services main- 
tained for several years, but subsequently voluntarily relinquished. We submit, 
therefore, that by reason of the fact that we sustained losses of prewar tonnage 
and have been willing to maintain the vital interisland service so necessary to 
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the economy of the Philippines with charter tonnage for the period of the past 
6 years, therefore, we the present charterers are entitled to preferential considera- 
tion. 

Any and all allegations in Mr. Bradford’s statement and testimony categorically 
or by inference charging that the charters of the eight vessels were obtained with 
the assistance of ‘‘strong relationships in the Philippine Embassy and the recent 
United States administration in Washington” is contemptuous and beneath our 
dignity to comment. 

Now, a word about the two associations. Prior to the war for a period of 25 
years there was one shipping association in the Philippines, namely, the Philippine 
Shipowners Association. After the war this association continued and admitted 
to membership any and all applicants which in the main consisted of companies 
entering the business for the first time. Subsequently certain of these companies 
withdrew to form the Filipino Shipowners Association. The Philippine Ship- 
owners Association, of which my clients are members, continues unchanged. 

The allegations that the FS vessels and other smaller ships cannot onerate in 
competition with the larger vessels is completely refuted by the fact that many 
of the ports cannot be reached with the larger vessels because of the draft limita- 
tions. As a matter of fact, approximately 50 percent of the FS-type vessels in 
operation in the interisland service are owned and operated by the charterers of 
the eight larger vessels. 

If a chaotic situation exists in the interisland trade, as a result of rate cutting, 
which we are not admitting, it is as much the fault of the members of the Filipino 
Shipowners Association as it is any other operator. In this connection, the strong- 
est competition is centered between the two charterers who parallel between 
competitive points and any allegations charging monopoly is completely ridiculous. 

The statements attributed to Mr. Robert C. Furness, the United States Mari- 
time Administration official, now on loan to the Philippine Government we do not 
accept since we have good grounds for believing that Mr. Furness’ views are 
exactly the opposite to those set forth by Attorney Bradford. In contradiction 
of Mr. Bradford’s statement with respect to the Filipino Shipowners Association 
and the proposed Merchant Marine Act for the Philippines let the record be clear 
that the Filipino Shipowners Association have enthusiastically supported 
investigations now going on in connection with the proposed Merchant Marine 
Act. In addition, the Filipino Shipowners Association to a large extent were 
instrumental in obtaining the services of Mr. Robert Furness. 

It is very difficult, if not impossible, for us to rationalize the position of the 
Filipino Shipowners Association as to what they now proposed as compared with 
previous positions taken. 

The Filipino Shipowners Association consistently, by previous petitions to 
Congress and the Government of the United States, endeavored to have these 
vessels withdrawn from the interisland service. Now they are recommending 
that 6 large vessels in addition to the 8 be added to the Philippine Interisland 
Service. This creates confusion in our mind as to the sincerity of the association 
represented by Mr. Bradford. 

On past actions, performance, and statements the Filipino Shipowners Associa- 
tion show nothing that would lead anyone to believe that they have the best inter- 
ests of the Philippines at heart. 

In conclusion, I hereby state that any and all allegations in the statement or 
testimony of Attorney Bradford on behalf of the Filipino Shipowners Association 
not specifically touched upon in this memorandum may be taken as being too 
spurious to merit comment. 

Respectfully submitted. 

Joun A. O'DONNELL, 
Counsel on Behalf of Philippine Steam Navigation 
F Co. and the Compania Maritima. 


REBUTTAL TO STATEMENTS SUBMITTED BY JoHN A. O'DONNELL ON BEHALF OF 
THE Fitipino SHIPOWNERS ASSOCIATION (COMPANIA MARITIMA AND THE 
PHILIPPINE STEAM NAVIGATION Co.) 


On behalf of and as counsel for the opponents of the preference clause in Senate 
Joint Resolution 72, the Filipino Shipowners Association (opponents) respectfully 
requests the subcommittee to consider the following rebuttal material although 
filed at a later date than originally anticipated. This late filing is due to the 
fact that Mr. Bradford, in a conversation with Mr. O’Donnell immediately after 
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the close of the hearing on June 3, 1953, when Senator Potter adjourned the 
hearing, and ruled that any further statements desired could be presented to the 
committee in writing by way of rebuttal, asked Mr. O’Donnell if he were going 
to file any rebuttal adding that if Mr. O’ Donnell was not, then Mr. Bradford 
would refrain from submitting rebuttal material. Mr. O’ Donnell replied that he 
would not file anything further with the committee and Mr. Bradford stated 
that he agreed to do the same and let the matter rest on the statements in the 
record which was lengthy. If a newspaperman had not called Mr. O’Donnell’s 
statement to Mr. Bradford’s attention, Mr. Bradford’s clients would have been 
unable to present an answer to the most vitriolic statement filed by Mr. O’ Donnell 
on the afternoon of the hearing June 3 despite his statements to the contrary as 
aforesaid. 

[It is obvious that this rebuttal was prepared for the primary purpose of pub- 
lication in the Philippine newspapers. Copies of this statement were imme- 
diately given to the news agencies for transmittal to Manila. ‘This is not a 
rebuttal statement to this committee but an expression of keen disappointment 
and spite at finding opposition to the preference clause 


It is indeed unfortunate that the sponsors of the preference clause chose to 
ignore the basic issue between the two rival associations and to engage in petty 
spite with loud-sounding platitudes. Their rebuttal statement also tries to find 


“by innuendo” an attack on the honesty and integrity of all concerned, including 
the Government of the United States and the Republic of the Philippines. This 
and the other diatribes which completely ignore the three alternative amend- 
ments suggested by Bradford’s association substantiates the position of Brad- 
ford’s association which is not attacking anything or anyone other than the 
monopoly position of the two present chartering companies who, over the past 
years, have had an absolute lock on the only large United States vessels available 
for interisland trade 

The Filipino Shipowners Association is not attacking any official or any govern- 
ment. Such a wild strike on the part of the charterers shows a complete lack of 
defense on the part of these two monopolistic companies and they have completely 
failed to answer the proposal contained in the three alternative suggested amend 
ments 

The opposition has taken one statement from a quotation from Mr. Tanseco, 
president of Bradford’s association, and distorted it to develop an appeal for 
Philippine newspaper readers. This statement is ‘Because of their influence and 
power in certain high places within the Philippine Government, both in Manila 
and in Washington, the two present charterers originally secured the bareboat 
charter of the only large vessels available.’” From this quotation Mr. Bradford 
argued that the United States Congress should take cognizance of the fact that 
independence had since intervened and that Filipino citizens should not have their 
rights adjudicated in Washington 7 years later when they had not been repre- 
sented in Washington over the period of years. There were no allegations of 
wrongdoing on the part of anyone concerned. In fact Mr. O’Donnell’s associa- 
tion maintained good representation in Washington and Bradford’s association did 
not. That is why Mr. O’Donnell’s association has the ships and my association 
has not. My association at the time was unable to secure similar representation 
in order to protect their interests, but it is now their allegation and claim that the 
United States Congress is not the proper forum to decide a purely local Philippine 
Island controversy at this date, and that the Philippine Government, through its 
Congress, should decide this issue. 

{ather than cast aspersions upon any government, my association is begging 
the United States Congress to allow the Philippine Government to decide this 
entire issue of preference. ‘That shows the faith and confidence my association 
has in its own Government. 

It is charged that Mr. Bradford made an obvious attempt to confound and 
confuse this committee. It is respectfully submitted that this is the pot calling 
the kettle black. From a thorough study of the original statement filed and 
read before the committee at the hearing by Mr. O’ Donnell not once in the entire 
13 pages did Mr. O’Donnell relate to this committee the actual facts concerning 
conditions in the interisland trade. This entire statement read by itself would 
actually mislead this committee into believing that there were only two companies, 
Mr. O’Donnell’s companies of course, engaged in the interisland trade. Mr. 
O’ Donnell uses such verbiage as “The Philippine Rehabilitation Act of 1946 made 
certain large vessels of over 1,000 tons capacity available to citizens of the Philip- 
pines under charter arrangements.” The fact that only two companies in the 
Philippines secured such charters and the fact that all the rest of the operators 
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were unable to do so, is entirely omitted and what Mr. O’Donnell should have 
said is “The Philippine Rehabilitation Act of 1946 made certain larger vessels of 
over 1,000 tons capacity available to certain citizens of the Philippines under 
charter arrangement.’’ Those were only the two present charterers. 

Had Mr. Bradford’s statement not been made to this committee, this com- 
mittee would have been presented a completely improper picture of the Philippine 
Island trade as it exists today by the statement submitted by the charterers. 
They would have this committee believe that everything is “sweetness and light.’ 
They not only argue that there is no friction or rate war going on between the 
two associations, they engage in a slight bit of intellectual dishonesty by omission, 
in presenting their first statement which absolutely omits any reference to any 
other operators in the entire industry. This is not only an attempt to confuse, 
this is actual distortion in an effort to mislead this committee by omission 

Then when the charterers are presented with opposition to their monopolistic 
proposal, they find themselves in the position of being unable to answer the one 
simple and all-important question raised. The Bradford statement proposed 
three alternative amendments: (1) A system of competitive bidding or method of 
allocation to give all operators a chance to purchase the 6 CIMAVIS without 
preference, or (2) in the alternative new legislation authorizing the sale of at least 
6 more CIMAVIS to Bradford’s association, or (3) strike the preference clause 
and insert in lieu thereof language whereby the Government of the Republic of 
the Philippines approves and designates the companies who will purchase these 
vessels. 

Mr. O’Donnell has never answered these three alternative proposals in any 
manner on behalf of the present charterers in the rebuttal. He has carefully 
avoided the one question which is all important in this issue and which was raised 
by Senator Potter, the chairman of the subcommittee. Why are Mr. O’Donnell’s 
two Filipino clients so deathly afraid of a decision from their own Government? 
The answer is simple. If the Philippine Government goes into this question, 
there will be a fair and impartial hearing of the rights of all operators and this 
type monopoly of the large United States vessels will be broken. 

Whenever a group in control of an industry finds themselves without an answer 
to a proposal such as is set forth above, like Mr. O’ Donnell and his two charterers, 
they avoid it by using phraseology such as “beneath our dignity to comment on”’ 
or ‘contemptuous and beneath our dignity to comment” or “too spurious to 
merit comment.’’ What’s so dignified about a monopoly? These three quoted 
statements from Mr. O’Donnell’s so-called rebuttal actually rebutted nothing. 
They are mere platitudes for the benefit of the Philippine press and yet they consti- 
tute the sole answer of the charterers to the three alternative proposals for a fair 
and equal chance to engage in either competitive bidding, allocation or to allow 
the Philippine Government to decide this issue. Such empty language has 
always been used on behalf of a small group which has held a complete lockout 
monopoly of an entire industry over a period of years when they suddenly find 
themselves faced with the necessity of justifying that monopoly before either a 
public Senate committee hearing or before an entire new nation such as the 
Philippines. Mr. O’Donnell’s rebuttal and his original statement carefully 
avoided mentioning the words ‘‘competitive bidding’’ or ‘‘allocation”’ and re- 
frained from mentioning a possible Philippine Government decision of this issue as 
if these possibilities were the plague. The present charterers did not want 
these issues raised before the Philippine press. Mr. O’Donnell’s two companies 
want to continue this type monopoly of the only United States vessels available 
and they want the United States Congress to make this decision, not their own 
representatives of their own Congress in their own country 

In addition, the charterer’s rebuttal then attacks certain paragraphs in Mr. 
Bradford’s statement by begging the question. The rebuttal states “specifically 
Attorney Bradford errs in saying that the Philippine Shipowners Association is 
composed of the Everett Steamship Co. and the Fernandez Bros. operating as 
the Compania Maritima. The truth is that it is composed of the Philippine 
Steam Navigation Co. and the Compania Maritima.’’ On page 49 of the official 
transcript on line 22, Mr. Bradford amended his written statement as follows: 
“T would like to correct that to conform with Mr. O’Donnell’s nomenclature. It 
is the same company as his navigation company.” 

The two charterers pick out further innocuous details by claiming that there is 
no monopoly because ‘‘they are operating today approximately the same amount 
of tonnage they operated before the war.’’ This shows an absolute failure to grasp 
the basie issue before this committee or to read simple English. Bradford’s 
association alleges and Mr. O'Donnell has readily admitted that O’ Donnell’s asso- 
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ciat controls and possesses the only large United States vessels available Che 
tonn f the chartered large United States vessels equals the tonnage of Brad- 
ford’s association which is made up of little FS boats being squeezed out of compe- 
‘ } 


ecause they cannot compete with the larger United States cargo carriers 
Chere is a complete monopoly of the only large United States vessels available in 
accordance with Mr. O’Donnell’s own statements 

















he charterers in their rebuttal claim that the Manila Steamship Co. which has 
he interisland trade almost 100 vears and the De La Rama Steamship 
‘ forced out of business’? but that “both voluntarily retired from the 
iterisland shipping operations.’’ Has this committee ever heard of a busine 
arily retiring’ from an industry if it was making money? These tw 
Da vere pushed t >the wa by the competition of the large United State 
Mr. Bradford is inf ned that these two operators were associated in t! 
s ers Association at various times before they were forced out 
In attempting to buttress and justify monopoly control, the charterers alleg 
at only two companies in the rival association operated before the war as if 
‘ t factor in this issue Bradford is informed by his association 
at 3 of the companies in the association are composed of men who were engaged 
t! ndustry prewar ll! ariou capacitie with other companies and wh 
new companies after the 3 vears of the Japanese oeccupatior Of cours¢ 
( umes of their new companies are not listed as such in any records before the 
I} Mr. O'Donnell denies that there is a competitive situation betweer 
associations His own history of the associations shows clearly a com 
plete split away from Mr. O’ Donn s two operators and on the part of all the 
rators after the acquisition of the » United States vessels 
Che meat of the pos yn of the present charters is contained in their rebuttal 
atement on page 2, fourth paragraph, wherein it is stated “with the cessation 
ties in the Philippines, vessels were tendered on a ton-for-ton basis to 
pI r operators who could qualify financially and otherwise Mv association 
thanks Mr. O’Donnell for actually eclarifving the manner in which the original 
charters were secured by his two companies Che interpretation of the word 
t e’’ can be judged | ymin on its own 1 Che actual fact 
ot r « pane ther t the two pl t arterers did qualify 
No other charters were ‘‘voluntarily relinquished” by any profitmaking operator 
Vir i al co states that the competition of the United States large vessels has 
fon ited e entire terisland trade and been the basic reason for companies 
ying out of business and charters being dropped Mr. O’Donnell’s 2 companies 
ire posil as the saviors of interisland traffic where the truth of the matter is 
that for 3 years of the Japanese occupation, there was no interisland traffic 
immediately after the war only those companies trong enough to maintain 
repr tation in Washington to find out what ships were available were able 
to secure the subject vessels ‘There is no allegation of wrongdoing in the manner 
vhich these vessels were originally obtained It was purely good business on 
} art of the two Filipino chartering companies who maintained representation 
abroad. The members of my association were pulling themselves together and 
organi after a 3-vear invasion, and did not maintain such representation, 
and were able onlv to secure the smaller FS boats hat is past and done The 
pre t issues still remain unanswered by Mr. O’ Donnell and the two charterers 


Anv economist can tell this committee of the effect of SIX 5,000-ton vessels 
being controlled by one group in competition with vessels of 1,000 tons and under 
Draft limitations in the small ports as mentioned in the rebuttal is a completely 


innocuous statement as an attempt to disprove monopoly Che small ports are 
nonprofitable and the real money is made by large vessel service between the 
larger ports This service is completely monopolized by Mr. O’Donnell’s two 


companies. Mr. O’Donnell also states that there can be no monopoly because 
his two companies run between competitive points and compete with each other. 
That is exactly like saying that two airlines who control and operate Boeing 
stratacruisers as against all other airlines who operate Piper Cubs compete with 
each other with the stratacruisers and therefore no monopoly exists in the airlines 
industry ab 

On Friday, June 5, Mr. Bradford received a cable from his association in 
Manila informing him that Mr. Robert C. Furness, the United States Maritime 
Administration examiner, was returning aboard the President Cleveland and 
would arrive in San Francisco on June 14. Mr. Bradford immediately called 
Mr. Drewry, attorney for the subcommittee and requested an opportunity for 
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Mr. Furness to make a statement In addition, certain statements of Mr. 
Furness’s published in the Filipino Shipowners Association Gazette [opponents] 
were introduced in evidence by Mr. Bradford along with other statements from 
the President of Mr. O’Donnell’s association opposing the adoption of the pro 
posed Merchant Marine Act Let it be carefully noted that even though Mr 
O’Donnell has gone to great lengths to find innocuous flaws, he did not possess 
the boldness to state that his association supported the proposed Merchant 
Marine Act. Instead, he states ‘“‘Let the record be clear that the Philippine 
Shipowners Association have enthusiastically supported investigations now 
going on in connection with the proposed Merchant Marine Act.’’ The support 
of investigations is one thing, supporting the legislation which would end monopo 
listic control is an entirely different matter 

Finally, in his rebuttal, Mr. O’ Donnell again presents to this committee a 
proposition similar in import to the question of ‘How many angels can sit upon 
the point of a needle.”’ He questions the sincerity of Bradford’s association by 
stating that the Filipino Shipowners Association [opponents] is reeommending that 6 
vessels “in addition to the 8”’ be added to the interisland trade Chis is distortion 
of actual fact Bradford’s association has proposed three alternative amendments. 
The first is competitive bidding or allocation between all operators If this is not 
permitted, we request the right to buy as many ships from the laid-up fleet as 
our competition is buying \lso if the first two are not allowed, we respectfully 
request the Congress to strike the preference clause and amend Senate Joint 


Resolution 72 whereby the Philippine Government would make the final decision 


ling which operating company or companies would have the right to pur- 








chase these vessels 

Mr. O'Donnell never answers these alternative proposals up for decision but 
constantly refers to the past with such general statements as ‘‘The Filipino 
Shipowners Association on past occasions, performance, and statements show 
nothing that would lead anyone to believe that they have the best interests of the 
the Philippines at heart.”” The only thing Mr. O’Donnell and the present charter- 
ers have at heart is the perpetuation of their monopoly 





Both Mr. O’Donnell and Mr. Bradford as lawyers have reported to this sub 
committee information received from their respective clients It is the role of 
counsel to state facts as received from his client and to argue from these fact 
No testimony per se from informed witnesses was presented. Certain small 
differences of fact thereby arose his proves the dubious wisdom of this com- 
inittee enacting a preference clause deciding the respective rights of Filipino 
citizens lo actually get the correct facts in all detail, this subcommittee should 
hold hearings in Manila That is impossible due to the sovereignty of the new 
Republic Therefore, these hearings should be held in Manila, not by the United 


States Congress, but by the appropriate agency under the jurisdiction of the 
Government of the Republic of the Philippines 

The rebuttal also states that Mr. O’Donnell is reliably informed that the 
Filipino Shipowners Association [opponents] were given ‘‘full and complete hear- 
ings before the various and sundry agencies of the Phillippine Government sl 
notwithstanding the Government of the Republic of the Philippines through its 
duly constituted Ambassador in Washington unqualifiedly endorsed the proposed 
legislation.’”” Mr. Bradford is informed by his association that this is not the 
fact and that the recent Ambassador flew to Manila carrying Senate Joint Reso 


lution 72 with him. One day after his arrival a cable emanated from the Depart- 
ment of Foreign Affairs instructing the Kmbassy to endorse the legislation ‘‘just 
as we did last year.”’ The Filipino Shipowners Association [opponents] state that 


this does not constitute a full and adequate hearing and that they are reliably 
advised by officials of the Philippine Government that full and complete hearings 
will be granted all operators without preference in the event that the Philippine 
Government receives the authority to designate the purchases of the subject 
vessels. 

Mr. O’ Donnell and his two company clients are hereby definitely challenged to 
explain to this subcommittee why they are so deathly afraid to even mention or 
discuss either competitive bidding or a system of fair and equal allocation between 
all operators in the islands, and why they have constantly failed and refused to 
answer the major important issue brought before this committee. This issue is 
this. Why does Mr. O’Donnel avoid, and his two Filipino companies fear, a 
possible decision from their own Philippine Government designating which 
companies shall have the right to purchase these ships? 

The answer is the simple fact that the complete monopoly of the large United 
States vessels now exercised by Mr. O’Donnell’s two companies against all other 
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operators would be broken if the Philippine Government were given this decision 
to render. 

The announced purpose of Senate Joint Resolution 72 is the ‘Rehabilitation of 
interisland commerce of the Philippines.’’ The preference clause makes this 
purpose read ‘‘For the rehabilitation and economic convenience of only two oper- 
ating companies in the Philippines.”’ It is doubtful whether the United States 
Congress would enact similar legislation preferring two specific United States 
ecmpanies as against a whole United States industry. Why then should the 
United States Congress disregard the Independence Act and adopt a ‘“‘colonial 
rule’ policy favoring two particular Filipino companies as against all other 
companies in the Philippines. 

It is deeply regretted that Mr. O’Donnell selected vituperative and bombast 


instead of factual issues for his rebuttal This answer to the rebuttal statement 
is intended to focus the attention of the committee on the actual facts at issue 
bef re the committee. It is believed that Mr. O’Donnell’s rebuttal, by its con- 
stant use of high-sounding adjectives and phrases, will not succeed in its evident 
purpcese cf clouding the issues with irrelevant facts gathered by innuendo and 
imacination There was no reflection either intended or cast against anyone 
in tl Bradford statement Mr. O’Donnell simply seized upon this device 


t 

as a defense mechanism, because there was nothing else for him to say in reply 
to the allegation that the insertion of the preference clause is a pure unadulterated 
and undisguised attempt to secure economic gain and perpetuate the monopoly 
of his two companies to the detriment of the entire interisland commerce of the 
Philippines 

It is therefore respectfully submitted that the committee amend Senate Joint 
Resolution 72 by striking the preference clause as proposed in any | of the 
alternative suggestions. After all the evid 


9 


lence is in, alternate No. 3 appears to be 
the most feasible, this is the amendment which would give the Philippine Gov 
ernment authority to select and designate and approve the purchasers. In this 
manner the present argument between Filipino citizens will be decided officially 
by their own Philippine Government. 

Respectfully submitted. 





FILIPINO SHIPOWNERS ASSOCIATION, 
By Lowe. J. BRADFORD, 
Pierson & Ball, Attorneys for Filipino Shipowners Association, 











